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British Investments in Latin 


America: A Sample of 


Profitable Enterprises 


By J. FRED RIPPY 
I 


Writing in the early 1940’s of more than a century of inter- 
national investments, E. H. Carr declared that in the end such 
investments had disappointed many who had ventured their 
capital. “The system seemed profitable to all,’’ he said, only 
“because those who benefited from it succeeded in unloading 
the loss on posterity.” Carr did not specify the groups that 
benefited or indicate specifically whether he thought that the 
recipients of the capital were among them; but he at least put 
forth the suggestion that foreign investments served the cred- 
itor countries as a whole by keeping the engines of production 
running at higher and more regular speeds, and he concluded 
with this statement: “It is not certain that the same confi- 
dence trick can be played again. If it cannot, it seems prob- 
able that those who occupy the most privileged position within 
any international financial system will be obliged from time 
to time to make deliberate sacrifices in order to make the 
system work.’”! John Maynard Keynes became pessimistic 
regarding the home benefits of British foreign investments 
as early as the 1920’s,° and Samuel Flagg Bemis once declared 
that foreign investors had not exploited Latin Americans but 
rather Latin Americans had exploited foreign investors,’ al- 
though Bemis admitted later that he was referring mainly 
to investors in Latin-American government securities and 


1 The Conditions of Peace (New York, 1942), pp. 268-269. 

2R. F. Harrod, The Life of John Maynard Keynes (London, 1951), 
pp. 346-356, 393, 446. 

2 The Latin-American Policy of the United States (New York, 1943), 
Chaps. XIX-XX. 
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remarked that the truth regarding direct investments in eco- 
nomic enterprises in Latin America could be ascertained only 
by examining the history of each individual foreign company 
operating in the region.* 

Bemis’s suggestion of the need for company histories is so 
obviously sound that he was not the first to think of it; but it 
lays out for the economic historian a tremendous task, on 
which the present -writer has been engaged for years without 
arriving at any firm conclusion regarding the difference be- 
tween development and exploitation. In the first place, no 
precise definition of exploitation seems possible. The word 
cannot be defined precisely with reference to profits, for these 
naturally vary with time and circumstance and there is no 
general agreement on the meaning of fair return. The sub- 
ject of wages and working conditions is involved, as likewise 
the question of taxation by the governments of the recipient 
countries. These topics alone call for extensive research, for 
which the sources are not readily available, and there is the 
further problem of the advisability or inadvisability of a rapid 
increase in wages above the customary level in undeveloped 
regions, as well as the hard choice between the relative merits 
for the backward countries of higher wages for the workers 
and higher taxes for the governments. For such economic 
problems as profits, wages, working conditions, prices, and 
taxes there seems to be no solution except balanced negotia- 
tions that result in reasonably satisfactory arrangements for 
all the parties concerned. Legal and moral codes are inade- 
quate and no entirely reliable automatic adjuster exists. 

For the present, one can be sure of only a few facts. One 
of these is the fact that imperialism of whatever variety, even 
in an age in which Darwinian principles are accepted, has 
come to have an unpleasant connotation in both the well- 
developed and the retarded regions. A second fact is that 
hostility to imperialism includes a feeling on the part of the 
peoples of the underdeveloped areas, whether colonial or semi- 
colonial, that they have been exploited by foreign capitalists 
with the backing of the governments of the capitalist nations. 


4This discussion occurred at a session of the Annual Meeting of the 
American Historical Association in New York in the middle 1940’s. 
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A third fact is that more than a few individuals in the capi- 
talist countries have agreed with this point of view. And 
perhaps it is also a fact that resentment against exploitation, 
real or imaginary, has arisen from actual acquaintance with 
the record of large profits siphoned out by some foreign enter- 
prises. If resentment may be traced largely or in considerable 
measure to this last source, it is only fair to point out that 
such resentment is sometimes founded upon an incomplete 
and incorrect conception of what actually occurred. Limiting 
himself to British investments in Latin America, for example, 
the investigator will be compelled to conclude that for every 
highly profitable investment there were many others which 
yielded only moderate profits and a few that resulted in loss. 
Moreover, if it be conceded that exploitation has sometimes 
taken place, it should also be observed that many inhabitants 
of the more completely developed countries have been ex- 
ploited along with the peoples of Latin America and other 
such regions. Inhabitants of the capitalist nations have suf- 
fered disadvantage from foreign investment in two ways: 
(1) as consumers, they have had to pay higher prices for some 
commodities because increased exports and certain raw- 
material monopolies have tended to sustain or increase prices, 
and (2) as investors, they have been cheated by numerous 
poor investments that have been palmed off on them. 
Students of economic history might profit by approaching 
the subject of foreign investments from the standpoint of 
group interests. Adopting this approach, one may possibly 
reach the conclusion, although the evidence is difficult to 
obtain in some cases, that the groups most likely to benefit 
from foreign investments are five: (1) bond-selling bankers 
and speculators; (2) managers and other technicians; (3) 
shipping companies; (4) manufacturers; and (5) officials 
and agents of the recipient countries. The bankers, of course, 
reap profits from the sale of securities, good or bad, although 
the exact size of the harvest is customarily not revealed unless 
and until disclosed by a parliamentary investigation, and the 
speculators profit by buying up securities from discouraged 
or hard-driven investors and gambling on a rise in price, 
which may result from the pressure they are able to exert 
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upon the parties involved, from market manipulations, or from 
other cause. The shippers benefit from the increased inter- 
national trade that foreign investments stimulate. Officials 
and agents (or attorneys) of debtor countries sometimes share 
in sales commissions or profit as open or concealed partners 
in foreign enterprises, although, here again, the evidence is 
hard to ferret out. Manufacturers and managers and other 
technicians of the investing countries, by and large, probably 
benefit most of all. Certain manufacturers are not only pro- 
vided with increased export outlets to prevent the sagging of 
prices; they are also supplied with additional raw materials 
and food for factory workers. Information on salaries and 
other remunerations of managers and technicians engaged in 
operating economic enterprises in foreign countries is not 
readily available to the historian, but one may reasonably 
conclude that the compensation is higher as a rule than the 
same individuals could obtain at home or else they would not 
venture out to distant lands. On the basis of rational expecta- 
tions, shipping companies, bondsellers, and manufacturers 
producing for export, along with managers and technicians,° 
should be, and probably are, the miwst enthusiastic advocates 
of foreign investments. 

The foregoing comments are offered as a friendly gesture 
to philosophers and moralizers. The main purpose of this 
paper is to deal with a set of facts, to present an analysis of 
the profits derived from 23 of the most profitable enterprises 
owned (or largely owned) by British investors in Latin 
America.* In order to guard against a false impression, let 
it be clearly noted that British capitalists have controlled at 
one time or another nearly a thousand economic enterprises 
in this region and that the average annual income on the 
entire investment in such enterprises, taking no account of 
share bonuses of capital losses, rarely exceeded 5 or 6 per cent 
of the par value of the investment, although, of course, the 
average ran higher in some countries than in others; and let 
it be remembered also that a major part of the investment 


5 There are many indications that the technicians of the United 
Nations and those selected to carry out President Truman’s foreign 
economic program have been well paid and will continue to be. 
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was in government bonds, which, as a rule, yielded a slightly 
lower average income. According to the statistics presented 
by the South American Journal, for illustration, the nominal 
average return on the aggregate British investment in Latin 
America, including government bonds as well as economic 
enterprises, for the prosperous year 1913 was only 4.7 per 
cent; and for the prosperous eight years beginning with 1923 
the annual nominal average was only 4.2 per cent, while for 
the depression decade starting in 1931 the annual nominal 
average return was slightly less than 2 per cent. These were 
not exploitative profits, as a whole, even if it be assumed that 
there were no capital losses and that half of the capitalization 
was “water.” 

A list of the economic enterprises to be examined is pre- 
sented in Table 1. Dates of organization are given in paren- 
theses and capitalization is for the years covered. Britishers 
held only a minority interest in two of the twenty-three com- 
panies under inspection, numbers 20 and 21, and may not have 
had a controlling interest at all times in two others, numbers 
6 and 8. In all cases, the rates of return stated in the pages 
immediately following have been figured upon the nominal 
value of the investment and without taking into account stock 
dividends, of which there were many. 


II 
Railroads, on the whole, were not among the most profitable 
English investments in Latin America. The San Paulo Rail- 
way Company, the most profitable British railroad enterprise 
in the region, managed, however, to pay a nominal annual 


6 These companies have been selected after long and careful scrutiny 
of the Stock Exchange Year-Book (London), a publication which has 
been issued annually since 1875. Since the indexes are very complete, 
it has seemed sensible to omit references to particular yars and pages. 
Supplementary information has been obtained from the South American 
Journal (London); and for the same reason given in respect to the 
Year-Book, specific citations to the Journal are also omitted. The Journal 
not only publishes quotations of the securities of the 23 companies 
analyzed here; it also presents annual accounts of their dividends and 
occasional summaries of their history. But all this data may be easily 
located by consulting the index to each volume 
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average dividend of 11.2 per cent on its ordinary shares for 
a period of 55 years (1876-1930). 

Among the British financial organizations were three which 
paid rather high dividends for several decades. The River 
Plate Trust, Loan and Agency Company returned an average 
annual nominal dividend of 16.5 per cent on its preferred 
ordinary shares and 4.7 per cent on its deferred ordinary 
shares, the latter representing mainly stock bonuses, for 69 
consecutive years (1881-1950) without passing a single divi- 
dend. The London and Brazilian Bank paid an average nom- 
inal dividend of 12.8 per cent per annum for a period of 
51 years beginning with the year 1873 and the annual average 
nominal yield of the London and River Plate Bank for the 
48 years starting with 1876 was 14.7 per cent. 

Of the many mining companies owned by British capitalists 
in Latin America hardly ten were conspicuous for high divi- 
dends for more than a decade and only six of these ten were 
remarkably profitable. Butters Salvador Mines yielded a 
nominal annual average of 55.1 per cent for the 14 years 
beginning with 1903; the Aramayo Mines in Bolivia (called 
Aramayo Francke Mines at first), in which British investors 
may have held only a minority interest, returned a nominal 
annual average of 15.5 per cent during a period of 40 years 
beginning with 1910; Esperanza (Mexico) yielded an annual 
nominal average of 50.7 per cent for the decade starting in 
1904; Mexico Mines of El] Oro, with considerable French 
capital, returned an annual nominal dividend of 69.1 per cent 
for the 19 years beginning with 1909; Pato Mines (Colombia) 
yielded an annual nominal average of 90 per cent for the 14 
years starting with 1919; and St. John del Rey (Brazil) 
recorded a nominal average yield of 9.2 per cent per annum 
for three-quarters of a century beginning with the year 1875, 
after yielding an average nominal of 23 per cent during the 
three decades preceding 1875. 

At least three British petroleum companies operating in 
Latin America yielded high returns. Mexican Eagle Oil Com- 
pany, organized in 1908 by the noted Lord Cowdray interests, 
was among the three, but the complex and inflated capital 
structure of this organization makes its dividend record almost 
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meaningless. Lobitos Oil Company (Peru) returned an annual 
nominal average of 18.2 per cent for the 38 years beginning 
with 1912 and Venezuelan Oil Concessions paid an average 
nominal dividend of 27.4 per cent annually for the 23 years 
starting in 1926. 

Most of the some 35 or 40 British nitrate companies which 
operated in Chile at one time or another were profitable, and 
four of them were conspicuous for their bountiful yields. 
Alianza paid an annual nominal average dividend of 20.4 per 
cent on its ordinary shares for a period of 26 years starting 
with 1903; Liverpool Nitrate yielded a nominal annual average 
of 56.3 per cent for the 40 years beginning with 1885; London 
Nitrate paid an average nominal of 35.2 per cent per annum 
for 38 years beginning with 1888; and Salar del Carmen re- 
turned an average nominal dividend of 19.7 annually for the 
28 vears starting with 1898. 

Two British companies engaged in ranching and one en- 
gaged mainly in the exploitation of forest products (especially 
quebracho) were rather profitable. Las Cabezas Estancia 
Company (Argentina) paid an average nominal dividend of 
11.3 per cent for a period of 68 years (1882-1949) and Pranges 
Estancia Company (Uruguay) yielded an annual nominal 
average of 12.9 per cent for 43 years (1884-1926). Forestal 
Land, Timber and Railways Company (Argentine and Para- 
guay) returned a nominal annual average of 10 per cent for 
the 44 years beginning with 1906. 

Four enterprises engaged in manufacturing, two of them 
controlled by United States capital with English minority 
holdings and two owned by British investors, yielded high 
returns. Havana Cigar and Tobacco Factories paid an aver- 
age nominal dividend of 24 per cent per annum for 40 years 
starting with 1911 and Henry Clay and Bock (Cuba) yielded 
an average annual nominal of 26.6 per cent for a period of 
32 years (1919-1950).* Liebig’s Extract of Meat Company, 
operating mainly in Uruguay, yielded an average nominal 
return of 16.1 per cent per annum for a period of 77 years 
beginning with 1874 and Rio de Janeiro Flour Mills and 
Granaries returned an average nominal dividend of 13.5 per 
cent annually for the 58 vears starting with 1893. 
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Such is the dividend record—or a good part of the record— 
of 23 of the most profitable British (or largely British) eco- 
nomic enterprises in Latin America. Table 1 recapitulates 
the data and gives the nominal average annual return for the 
most prosperous five-year period of each company, from which 
it can be seen that only three of the 23 failed to recoup their 
entire capital in half a decade and that an equal number more 
than recovered: it in a single year, taking no account of stock 
dividends. The reader should remember that ordinary share 
capital is the only capital considered in this analysis, although 
several of the enterprises in the list had outstanding at one 


time or another either preference shares or debentures that 
yielded lower returns. 


TABLE 1 
BRITSH INVESTMENTS IN LATIN AMERICA: A SAMPLE OF 
PROFITABLE ENTERPRISES 
No.of Initial Annual Highest Annual 
Company Years Year Average Five Years Average 
San Paulo Railway____. 55 1876 11.2% 1896-1900 
London & Brazilian Bank 51 1873 2: 1910-14 
London & River Plate Bk. 1876 ; 1908-12 
River Plate Trust, Loan, 
etc. Pe ee 1881 i 1926-30 
Butters Salvador Mines 1903 ; 1912-16 
Cie. Aramayo de Mines 
en Bolivia —..._._______ 1910 ‘ 1922-26 
Esperanza (Mexico) __.... 1904 1905-09 
Mexico Mines of El Oro. 1 1909 1917-21 
Pato Mines (Colombia) _. 1919 1923-27 
St. John del Rey (Brazil) 1875 1875-79 
Lobitos Oil (Peru) 1912 1921-25 
Venezuelan Oil Conces- 
sions - seteece = 1926 1926-30 
Alianza Nitrate _.............. 26 1903 20. 1920-24 
Liverpool Nitrate ____. 1885 1917-21 
London Nitrate _. ‘ 1888 1888-92 
Salar del Carmen Nitrate 2 1898 1904-08 
Forestal Land, Timber 
and Rys. . 1906 1915-19 
Las Cabezas Estancia 
(Argentina) 1882 1926-30 
Pranges Estancia (Uru- 
guay) a 1884 me 1916-20 
Havana Cigar and To- 
bacco 1911 1925-29 49.0 
Henry Clay and Bock 
(Cuba) _. ‘ 1919 1926-30 59.0 
Liebig’s Extract of Meat 
(Uruguay) 7 1874 16. 1904-09 23.5 
Rio de Janeiro Flour Mills 5 1893 13. 1913-17 20.0 


cocows ty 
cout PRO 


7 These two enterprises became the subsidiaries of the American To- 
bacco Company shortly after 1900. 
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NOMINAL CAPITAL IN ORDINARY SHARES DURING THE 
DIVIDEND PERIOD COVERED 
(Dates of company organization in parentheses ) 
Company seginning End 
San Paulo Railway Co. (1858) £2,000,000 £3,000,000 
London and Brazilian Bank (1862) 500,000 1,500,000 
London and River Plate Bank (1862) 600,000 2,040,000 
River Plate Trust, Loan, and Agency (1881) 350,000 1,500,000 
Butters Salvador Mines (1899) 150,000 150,000 
Cie. Aramayo de Mines en Bolivia (1906) 494,090 1,000,000 
Esperanza (1903) 455,000 455,000 
Mexico Mines of El Oro (1904) 180,000 210,000 
Pato Mines (1909) 100,000 100,000 
St. John del Rey Mining Co. (1830) 253,000 546,265 
Lobitos Oil Co. (1908) . 360,000 1,000,000 
Venezuelan Oil Concessions (1913) -. 1,000,000 7,100,000 
Alianza (1895) 500,000 500,000 
Liverpool Nitrate (1883) 44,000 350.000 
London Nitrate (1887) 50,000 200,000 
Salar del Carmen Nitrate Syndicate (1896) 109,500 220,000 
Forestal Land, Timber and Rys. Co. (1906) 500,000 3,708,837 
Las Cabezas Estancia Co. (1876) 60,400 160,000 
Pranges Estancia Co. (1867) 48,000 120,000 
Havana Cigar and Tobacco hy (1898) 250,000 250,000 
Henry Clay and Bock and Co. (18 159,900 159,900 
Liebig’s Extract of Meat Co. (18683 357,200 2,000,000 
Rio de Janeiro Flour Mills and Granaries (1886) 158,760 1,364,838 


III 


Profitable as these companies may seem to be, it has not 
been difficult to discover four times as many English economic 
enterprises even more profitable operating in Malaya, India, 
Burma, Ceylon, Iran, Siam, and Africa. The dividend records 
of 23 of these will now be summarized. A list of them, with 
dates of organization in parentheses and with the paid-up 
ordinary share capital of each, is given in Table 2. The capi- 
talization, as in Table 1, is for the years for which the dividend 
records will be examined. These records, also set forth in 
Table 2, should be compared with those of the 23 companies 
operating in Latin America as exhibited in Table 1. Again 
no account is taken of stock dividends. 

Among the enterprises listed in Table 2 are five engaged in 
the production of rubber in Malaya, five mining tin in the 
Federated Malay States and Siam, five engaged in mining in 
the Transvaal and Rhodesia, two producing and refining pe- 
troleum, and six operating tea plantations in India and Ceylon. 
The reader who is familiar with mining in South Africa may 
miss two of the famous companies—Consolidated Gold Fields 
of South Africa and De Beers Consolidated Mines—from 
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which Cecil Rhodes extracted his immense fortune. The divi- 
dend records of these two large enterprises are somewhat less 
remarkable than the records of the five included in Table 2. 
It is believed by this writer that the nominal annual returns 
of these 23 companies are so impressive that comment is un- 
necessary. The dividends distributed by the management of 
these enterprises during their most prosperous five-year peri- 
ods are truly amazing.s Nor should it be assumed that the 
day of big profits in plantation rubber has passed; that, will 
depend upon competition, or lack of it, between the plantation 
and the synthetic producers. The five rubber companies listed 
in the table paid the following nominal dividends in 1950: 
Batu Caves, 20 per cent; Bukit Rajah, 5; Linggi Plantations, 
25; Pataling, 50; Vallambrosa, 25.° 
TABLE 2 
SOME PROFITABLE BRITISH ENTERPRISES OPERATING IN THE 
ORIENT AND AFRICA 
No.of Initial Annual Highest Annual 

Company Years Year Average Five Years Average 
Batu Caves Rubber 12 1908 144.2% 1912-16 187.0% 
Bukit Rajah Rubber 1909 90.0 1909-13 126.0 
Linggi Plantations . 1906 107.4 1909-13 162.0 
Pataling Rubber Estates 1907 196.5 1912-16 225.0 
Vallambrosa Rubber 1909 107.1 1909-13 147.0 
Kampong Kamunting Tin 

Dredging _. ; 1923 72. 1946-50 
Kinta Tin Mines 1910 19.1 1946-50 
Kramat Pulai 36 1912 39.4 1934-38 
Malayan Tin Dredging. ‘ 1914 28.9 1936-40 
Siamese Tin Syndicate. < 1913 vie 1923-27 
Crown Mines : S 1903 99.0 1936-40 
Globe and Phoenix 1900 54.7 1910-14 
New Modderfontein f 1906 56.8 1927-3 
Premier Diamond Mining 2: 1905 367.8 1916-20 
Rand Mines  -........... a 1904 138.4 1909-13 
Burmah Oil 1906 24.0 1921-25 
Anglo-Iranian Oil 3 1920 v4. 1945-49 
Allynugger Tea a 1915 26.6 1924-28 
Assam Estates ‘ 1917 26.9 1946-50 
Borbheel Tea 3é 1915 ole 1922-26 
Hope Tea 1907 26.8 1923-27 
New Dimbula , 1899 27.4 1923-27 


Rajmai Tea - 1890 27.9 1924-28 


12 
13 
13 
12 
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8 Statistical data on these 28 companies, like those on the other 23, 
have been compiled from Stock Exchange Year-Book. 

9 Nearly half of the British rubber companies listed in the Year-Book 
paid dividends of 10 per cent and above in 1950. Twenty-six of them 
returned from 30 to 100 per cent! 
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PAR VALUE OF ORDINARY SHARES AT THE BEGINNING AND THE 
END OF THE DIVIDEND PERIOD 
(Dates of company organization in parentheses) 
Company Beginning End 
Batu Caves Rubber (1904) £ 26,750 £ 216,000 
3ukit Rajah Rubber (1903) 66,700 333,500 
Linggi Plantations (1905) ; 90,000 560,000 
Pataling Rubber Estates Syndicate (1903) 22,500 222,500 
Vallambrosa Rubber (1904) 50,600 50,600 
Kampong Kamunting Tin Dredging (1916) 140,000 7,000 
Kinta Tin Mines (1900) 60,000 120,000 
Kramat Pulai (1907) 100,000 5,000 
Malayan Tin Dredging (1911) 110,000 200,000 
Siamese Tin Syndicate (1906) 120,000 150,000 
Crown Mines (1892) 300,000 943,062 
Globe and Phoenix Gold Mining (1895) 200,000 200,000 
New Modderfontein Gold Mining (1895) 200,000 840,000 
Premier (Transvaal) Diamond Mining (1902) 40,000 40,000 
Rand Mines (1893) 448,989 537,749 
Burmah Oil (1902) ,100,000 13,736,513 
Anglo-Iranian Oil (1909) 500,000 20,137,500 
Allynugger Tea (1892) 70,000 90,000 
Assam Estates (1910) 15,000 30,000 
sorbheel Tea (1908) 14,800 22,200 
Hope Tea (1907) 84,000 168,000 
New Dimbula (1899) 78,954 259,390 
2Zajmai Tea (1890) 30,000 56,000 

It is surprising to discover that British companies growing 
tea in India and Ceylon have been as prosperous over the years 
as British companies growing rubber in Malaya. The divi- 
dend records of twenty-two tea plantations are presented in 
Table 3.1° 

Numerous profitable British enterprises may also be found 
among those mining tin in Malaya, Nigeria, and Siam. Table 4 
gives the records of twenty of the most prosperous.”! 

Most profitable of all have been the British mining com- 
panies operating in South Africa. Table 5 sets forth the divi- 
dends of twenty-four of the most remunerating.!* 

British economic enterprises operating in the British Em- 
pire during the fifty years beginning with 1900 were far more 
profitable than British companies operating in most of Latin 


America during these years, and the same may be true for the 


10 Three-fourths of the more than 200 British companies growing tea 
returned nominal dividends of above 10 per cent in 1950 and 49 enter- 
prises paid from 25 to 50 per cent. 

11 Two-thirds of the more than 70 British tin companies yielded a 
nominal return of more than 10 per cent in 1950 and 29 paid from 30 
to 900 per cent! 
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entire century following 1850. Nominal rates of return from 
capital invested in government securities, railways, and public 
utilities were somewhat smaller in the Empire than in Latin 
America, but the income was steadier and more certain." 


TABLE 3 
SOME PROFITABLE BRITISH INVESTMENTS IN TEA PLANTATIONS 


No.of Initial Annual Highest Annual 
Company Years Year Average Five Years <Averay: 
Allynugger 59 1892 18.4% 1924-28 47.0° 
Assam 72 1879 12.3 1919-23 26.0 
Assam-Dooars 49 1902 23.9 1924-28 46.5 
Assam Estates 34 1917 26.9 1946-50 60.0 
Bagracote 28 1923 15.8 1923-27 50.0 
Balmoral 47 1904 24.2 1924-28 51.0 
Bamgaon 1904 16.2 1921-25 38.0 
Battalgalla 1906 22.6 1924-28 74.0 
Borbheel : 1908 31. 1922-26 83.0 
Borelli 2 1879 a: 1923-27 50.0 
3uxa Dooars 1904 3 1923-27 39.0 
Doom Dooma 1880 5. 1923-27 42.0 
Eastern Assam 5: 1896 Det 1922-26 42.0 
Hope é 1907 2 1923-27 50.0 
Isa Bheel : 1911 ‘ 1923-27 39.0 
Kukicherra : 1914 6 1924-28 48.5 
Lankapara : 1901 of 1911-15 26.0 
Leesh River 5 1883 : 1924-28 38.0 
Moran _. eae oe 1895 ; 1924-28 51.0 
New Dimbula : 1899 ; 1923-27 53.0 
Rajmai 1890 § 1924-28 75.0 
Travancore ‘ 1908 21. 1923-27 42.0 


12 The decade beginning in 1942 was one of the most profitable in the 
history of mining in British Africa. Of the approximately 180 com- 
panies (excluding those engaged in tin-mining in Nigeria) listed in the 
Stock Exchange Official Year-Book, at least half paid an annual average 
nominal dividend of above 10 per cent during this ten-year period and 
17 returned annual averages ranging from 69.6 to more than 200 
per cent! 


13 Share bonuses are ignored in Tables 3, 4, and 5; the figures for 
rates of return include only cash dividends. 

For two reasons, I have not included in Table 1 Estates Control, Lim- 
ited, perhaps the most profitable foreign investment Englishmen ever 
made. This enterprise operates in Australia as well as in Argentina 
and it may have siphoned some of its profits from its huge parent com- 
pany, Bovril, Limited. Nominal annual dividends on Estates Control’s 
ordinary shares, only £500 before 1919 but £20,500 thereafter, averaged 
548 per cent for the 15 years beginning with 1904 and 84.5 for the 32 
years starting with 1919, while from 1913 through 1917 the annua! 
average was 1400 per cent! 





BRITISH INVESTMENTS IN LATIN AMERICA 


PAR VALUE OF CAPITAL IN ORDINARY SHARES AT THE BEGINNING 


AND THE END OF THE DIVIDEND PERIOD 


(Dates of company organization in parentheses) 


Company Beginning End 
Allynugger Tea (1892) £ 70,000 £ 90,000 
Assam (1839) 187,000 1,000,000 
Assam-Dooars Tea (1895) 100,000 200,000 
Assam Estates (1910) 15,000 30,000 
3agracote Tea (1923) 65,000 78,000 
Balmoral (Ceylon) Estates (1898) 52,035 52,035 
Bamgaon Tea (1903) 10,000 50,000 
Battalgalla Estate (1889) 15,000 45,000 
3orbheel Tea (1908) 14,800 22,200 
Borelli Tea (1874) 78,170 78,170 
Buxa Dooars Tea (1895) 50,000 100,000 
Doom Dooma Tea (1877) 116,100 265,000 
Eastern Assam (1864) 61,120 197,240 
Hope Tea (1907) 84,000 168,000 
Isa Bheel Tea (1904) 21,000 42,000 
Kukicherra Tea (1914) 25,000 50,000 
Lankapara Tea (1895) 50,000 100,000 
Leesh River Tea (1877) 15,000 40,000 
Moran Tea (1893) 25,500 172,000 
New Dimbula Tea (1890) 78,954 259,390 
Rajmai Tea (1890) 30,000 56,000 
Travancore Tea Estates (1897) 33,500 106,500 


TABLE 4 
SOME PROFITABLE BRITISH INVESTMENTS IN THE TIN MINES OF 
MALAYA, NIGERIA, AND SIAM 


No.of Initial Annual Highest Annual 

Company Years Year Average Five Years Average 
Ayer Hitam 21 1930 20.4% 1937-41 41.0% 
Gopeng Consolidated 38 1913 14.0 1946-50 21.5 
Kampong Kamunting 34 1917 1946-50 280.0 
Kamunting 36 1915 1924-28 28.5 
Kinta 48 1903 1946-50 30.5 
Kramat 20 1931 1946-50 
Kramat Pulai 39 1912 1934-38 
Malayan 37 1914 1936-40 
Pahang Consolidated 38 1913 1934-38 
Renong 35 1916 1925-29 
Southern Kinta Consoli- 

dated 16 1935 
Southern Malayan 23 1928 
Southern Tronoh 21 1930 
Sungei Besi 35 1916 
Tronoh 49 1902 
Ex-Lands, Nigeria 36 1915 
Jantar Nigeria 38 1913 
Kaduna Prospectors 32 1919 
Kaduna Syndicate 39 1912 
Sinmese 38 1913 
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INTER-AMERICAN ECONOMIC AFFAIRS 


PAR VALUE OF CAPITAL IN ORDINARY SHARES AT THE BEGINNING 
AND THE END OF THE DIVIDEND PERIOD 


(Dates of company organization in parentheses) 


Company Beginning End 
Ayer Hitam Tin Dredging (1926) £180,000 £180,000 
Gopeng Consolidated (1912) 329,750 395,768 
Kampong Kamunting Tin Dredging (1916) 140,000 7,000 
Kamunting Tin Dredging (1913) 130,000 668,750 
Kinta Tin Mines 60,000 120,000 
Kramat Tin Dredging (1926) 165,000 165,000 
Kramat Pulai (1907) 100,000 5,000 
Malayan Tin Dredging (1911) 110,000 200,000 
Pahang Consolidated (1906) 286,907 375,000 
Renong Tin Dredging (1913) 76,767 175,000 
Southern Kinta Consolidated (1934) 874,269 962,000 
Southern Malayan Tin Dredging (1926) 328,584 432,500 
Southern Tronoh Tin Dredging (1927) 200,000 200,000 
Sungei Besi Mines (1909) 111,407 163,530 
Tronoh Mines (1901) 160,000 300,000 
Ex-Lands, Nigeria (1912) 34,901 200,000 
Jantar Nigeria (1912) 60,000 135,000 
Kaduna Prospectors (1913) 10,750 30,000 
Kaduna Syndicate (1910) 10,000 96,000 
Siamese Tin Syndicate (19065) 120,000 200,000 


TABLE 5 


3RITISH INVESTMENTS IN AFRICAN GOLD AND DIAMOND MINES: 
A SAMPLE OF PROFITABLE ENTERPRISES 


No.of Initial Annual Highest Annual 

Company Years Year Average Five Years Average 
Ashanti Goldfields 51 1900 58.5% 1930-34 96.0% 
Brakpan Mines 39 1912 40.3 1936-40 62.0 
Consolidated Afr. Selec- 

tion 25 1926 5. 1946-50 65.0 
Consolidated G. Fields 58 18938 S 1893-97 65.0 
Crown Mines 4 53 1898 91.5 1936-40 189.0 
De Beers Consolidated 62 1889 34.¢ 1946-50 82.0 
Daggafontein Mines 18 1933 55.3 1946-50 76.5 
East Geduld 19 1932 54.% 1946-50 71.5 
East Rand Proprietary — 48 1903 9. 1907-11 39.5 
Ferreira Deep 25 1908 4 1910-14 53.5 
Ferreira Estate 15 1936 278.3 1936-40 505.0 
Ferreira Gold Mining 21 1891 p 1906-10 383.0 
Geduld Proprietary 37 1914 2. 1936-40 85.7 
Geldenhuis Deep 54 1897 25. 1946-50 70.0 
Globe and Phoenix 50 1901 55. 1910-14 132.0 
Govt. Gold Mng. Areas 34 1917 5.. 1932-36 113.0 
Modderfontein B Gold 39 1912 58. 1920-24 96.5 
Modderfontein Deep 20 1915 99. 1920-24 141.0 
Modderfontein East 24 1927 2q2 1939-43 37.0 
New Modderfontein Gold 

Mng. 
Premier Diamond Mng. 
Rand Mines 
Sub Nigel 
Union Corporation 


1906 1927-31 132.5 
1905 1916-20 520.0 
1898 f 1909-13 246.0 
1912 1935-39 159.0 
1919 1954-38 65.6 


CO CI CIN > 
www ul 


Li) 





BRITISH INVESTMENTS IN LATIN AMERICA 


NOMINAL CAPITAL IN ORDINARY SHARES AT THE BEGINNING AND THE 
END OF THE DIVIDEND PERIOD 


(Dates of company organization in parentheses) 


Company Beginning End 
Ashanti Goldfields Corporation (1897) £ 130,000 £1,248,557 
3rakpan Mines (1903) 750,000 1,150,000 
Consolidated Afr. Selection Trust (1924) 249,778 1,516,554 
Consol. Gold Fields of South Africa (1892) 1,250,000 4,200,000 
Crown Mines (1892) 300,000 943,062 
Daggafontein Mines (1916) 1,750,000 1,750,000 
De Beers Consolidated Mines (1888) 3,948,955 4,375,000 
East Geduld Mines (1927) 1,560,000 1,800,000 
East Rand Proprietary Mines (1893) 994,500 1,980,000 
Ferreira Deep (1898) 900,000 980,000 
Ferreira Estate (1929) 57,829 9,638 
Ferreira Gold Mining (1887) 44,000 95,000 
Geduld Proprietary Mines (1899) 875,000 1,460,857 
Geldenhuis Deep (1893) 300,000 28,333 
Globe and Phoenix Gold Mining (1895) 200,000 200,000 
Govt. Gold Mng. Areas (Modderfontein) (1910) 1,400,000 1,400,000 
Modderfontein B Gold Mines (1908) 700,000 560,000 
Modderfontein Deep Levels (1899) 500,000 500,000 
Modderfontein East (1917) 465,445 930,805 
New Modderfontein Gold Mining (1895) 1,200,000 840,000 
Premier (Transvaal) Diamond Mng. (1902) 40,000 40,000 
Rand Mines (1893) 448,989 537,749 
Sub Nigel (1895) 431,580 885,937 
Union Corporation (1918) 875,000 1,162,500 





The United States Mission 
In Haiti, 1915-1952 


By RAYFORD W. LOGAN* 


United States Marines occupied Haiti from July, 1915, to 
August, 1934. A High Commissioner (a general who com- 
manded the Marine contingent), assisted especially by a Fi- 
nancial Adviser-General Receiver, was virtually dictator until 
November, 1930. Thereafter Haitians gradually took over 
the various ministries except finance which remained more 
or less under the control of Americans until 1947. Today 
Haiti is largely in the orbit of the United States—militarily, 
economically, financially, commercially and culturally. 

To what extent has the United States succeeded, during 
these thirty-seven years, in fulfilling the 20-year mission that 
it undertook by the Treaty of September 16, 1915, and the 
Additional Act of March 28, 1917? Article I of the Treaty 
stated: “The Government of the United States will, by its good 
offices, aid the Haitian Government in the proper and efficient 
development of its agricultural, mineral and commercial re- 
sources and in the establishment of the finances of Haiti on 
a firm and solid basis.’’? 

The task that the United States assumed was not easy. 
Mountainous Haiti’s population density was about 300 per 
square mile, higher than that of most industrialized countries, 
with only about one acre of tillable land per person. There 
were no known important mineral resources. Foreign trade 
totaled only about 16 million dollars a year, and revenues 
only about 4.4 millions.* Haiti’s human resources were almost 


* Dr. Logan is Professor of History at Howard University. 

1 William M. Malloy, comp., Treaties, Conventions, International Acts, 
Protocols, and Agreements between the United States of America and 
Other Powers (Washington, 1923), III, 2674. 
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as limited as were her natural resources. About 90° of the 
colonial population had been slaves. Practically all Europeans 
had been killed or expelled during the twelve-year struggle 
that had ended in independence. Ostracized for many years 
from the family of nations, Haiti in turn shut out mgny of 
the benefits of foreign intercourse. Mulattoes and Negroes 
continued the bitter hostility that was deeply rooted in colonial 
times. The heavy indemnity that France exacted in return 
for recognition, 1825, might have been profitably used for the 
development of a country whose productivity had been dimin- 
ished by the war and by the large-scale distribution of land 
among the peasants. Despite a surprisingly large number of 
plans for improving agriculture and education,? most of the 
people in 1915 engaged in below subsistence farming; more 
than 90% were illiterate; some 75% were victims of yaws, 
tuberculosis and other infectious diseases. Malaria sapped 
the vitality of large numbers already suffering from mal- 
nutrition. Like many other Latin American republics, Haiti 
had been bedevilled by a cycle of ephemeral presidents and 
long-term dictatorships. As early as 1888, Alvey A. Adee, 
Assistant Secretary of State of the United States, had com- 
mented: “Hayti is a public nuisance at our doors.’* Follow- 
ing a tumultuous period of some four years, the murder of 
more than 160 political prisoners and the assassination of the 
president in July, 1915, provided the opportunity for Ameri- 
can intervention. 

The United States, in turn, was not very well equipped for 
the successful accomplishment of its mission. In 1915 a 
Point Four program had not become a publicly announced 


2 See especially Wendell P. Woodring, John S. Brown and Wilbur S. 
Burbank, Geology of the Republic of Haiti (Port-au-Prince, 1924), pp. 
28-83; Banque Nationale de la République d’Haiti, Annual Report of 
the Fiscal Department for the Fiscal Year October 1949-September 1950 
(Port-au-Prince, n. d.), pp. 87, 107. 

3 Logan, The Contributions of Negroes in the Dominican Republic, 
Haiti and Cuba to Hemispheric Solidarity as Conditioned by the Agra- 
rian Problems in Each (Washington, 1942), pp. 68-96; Logan, ‘Educa- 
tion in Haiti,’ Journal of Negro History, XV (October, 1940), 401-440. 

4Cape Haytien, Consular Despatches, XVI, memorandum attached 
to Goutier to Rives, October 17, 1888, No. 915. 
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objective of American foreign policy. Most Americans con- 
sidered Negroes as inferiors. Few Americans knew about 
or cared about the intervention which occurred between the 
sinking of the Lusitania on May 12 and that of the Arabic on 
August 19. After 1920 when the Republicans sought to make 
political capital out of so-called Wilsonian imperialism, in- 
terest quickly waned despite the efforts of Senator King of 
Utah, the Foréign Policy Association, the National Associa- 
tion for the Advancement of Colored People, Miss Emily 
Green Balch of the Women’s International League for Peace 
and Freedom, Professor Paul Douglas of the University of 
Chicago, the Nation and Scott Nearing. The gibe that most 
Americans did not know the difference between Haiti and 
Tahiti was only too valid. 

An evaluation of the mission is almost as difficult as was 
its accomplishment. Official reports gave rosy pictures of 
progress. Thus, the American High Commissioner stated in 
his report dated February 15, 1926: “The Haitian Govern- 
ment and the treaty officials have exerted every effort to build 
up the organizations which are increasing the productive 
wealth of the country, and their efforts have already resulted 
in the strengthening and improving of the general economic 
condition. The Haitian Government and the treaty officials 
have, moreover, continued the well-thought-out program for 
the stabilization of Haitian finances, the maintenance of tran- 
quillity, the construction of much-needed public works, and 
improvement in public health conditions.”® Though less opti- 
mistic, the report of the Financial Adviser-General Receiver 
for 1926-1927 was reassuring. “Prospects for 1927-1928 are 
favorable,” it declared. “Haitian finances may be regarded 
as definitely established ‘on a firm and solid basis’ as contem- 
plated in the treaty, and principal attention now needs to be 
directed toward developing the economic resources of the 
country and to advancing the educational standards of the 
population.”® The Service Technique, the American-admin- 
istered program of vocational education begun in 1924, listed 


5 Department of State, Fourth Annual Report of the American High 
Commissioner at Port au Prince, Haiti, 1925 (Washington, 1926), p. 1. 
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for 1925-1926 an imposing number of vocational courses, rural 
schools, cooperatives and demonstration farms, the growing 
“enthusiasm and devotion” of the American personnel and 
the increase in the number of Haitians employed.‘ Equally 
glowing were the news articles sent out by officers of the 
United States Marine Corps* which praised particularly the 
road construction program. 

A visitor to Haiti in 1926, predisposed to be critical of the 
American Occupation, found substantial evidence to support 
his criticisms. The Haitian people had been deprived of 
almost all participation in their own government. Most of 
the elite, except the few who had accepted government posi- 
tions, bitterly denounced the loss of sovereignty and the racial 
discrimination practised by many Americans. The supreme 
example of this discrimination was the American Club into 
which not even the president of Haiti could set foot. One 
Haitian planter told the visitor that his (the planter’s) plan 
for getting rid of the Americans was to infect them with 
yellow-fever germs. Even more sober-minded Haitians se- 
verely condemned the Service Technique because many of the 
Americans were prejudiced Southerners; because the so-called 
experts knew little about Haitian problems, especially coffee 
growing; because many teachers could not speak French; 
because the program was poorly conceived and too rapidly 
projected; because the funds allocated to the small number of 
students in the Service Technique were several times those 
permitted to the Haitian-administered schools that still ad- 
hered to the classical tradition.” The much vaunted roads were 
the greatest disappointment. Improvements had undoubtedly 


6 Haiti, Annual Report of the Financial Adviser-General Receiver 
for the Fiscal Year October, 1926-September, 1927 (Port-au-Prince, 
8. .)5. 0: 1. 

7 Républicue d’Haiti, Service Technique du Département de 1’Agri- 
culture et de l’Enseignement Professionnel, Bulletin No. 8, Rapport 
Annuel, 1925-1926 (Port-au-Prince, n. d.), especially p. 11. 

8 For eviderce that correspondents of the Associated Press and the 


United ™ ere officers in the Marine Corps, see especially Silas 
Bent, “Inte ional Window-Smashing,” Harper’s Magazine, CLVII 


(September, iv28), 427. 
9 Logan, Education in Haiti, pp. 440-460. 


22 INTER-AMERICAN ECONOMIC AFFAIRS 


been made, but not enough to justify the excessive praise 
bestowed upon them. Above all, the stark poverty of the peo- 
ple overwhelmed the visitor. Total revenues for 1926-1927. 
7.7 millions, were .3 million less than those for 1890-1891."” 
On the other hand, peace and order had been restored. 
Only a small contingent of Marines still remained. The most 
rabid Haitian nationalists recognized, as did the visitor, the 
magnificent work being done by the medical officers, especially 
in launching a campaign against yaws which today the United 
Nations has continued. Honesty and efficiency characterized 
the fiscal administration of Haiti’s revenues. In retrospect 
it is clear that, had it not been for the rather extravagant 
claims advanced by American Occupation officials, the visitor 
would have concluded that a beginning had been made to 
undertake, with woefully inadequate resources and without 
complete sympathy for the people of Haiti, a formidable task. 
The reports of the Forbes and Moton Commissions, ap- 
pointed by President Hoover after the uprising in late 1929, 
provide a valuable summary of the achievements and short- 
comings of the American mission up to that time. The first, 
headed by the former Governor-General of the Philippines, 
pointed out: “There was no room for doubt that Haiti, under 
the control of the American Occupation, has made great ma- 
terial progress in the past fifteen years. . . . The commission 
desires to record its high praise of General Russell’s [the High 
Commissioner’s] whole-hearted and single-minded devotion 
to the interests of Haiti as he conceived them, his unremitting 
labor, and his patient and painstaking efforts to bring order 
out of chaos and to reconstruct a governmental machine which 
had been largely destroyed by years of abuse, incapacity, and 
anarchy. . . . Eight hundred miles of highways have been 
built.” The journey between Port-au-Prince and Cap Haitien, 
which had formerly required three days, could be made in six 
hours by automobile. “‘A most involved financial situation 
has been liquidated and the entire fiscal system renovated 
and modernized. ... An efficient constabulary has been organ- 
ized and trained and has maintained peace and order. . . 


10 Banque Nationale de la République d’Haiti, op. cit., p. 107. 
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Since the Occupation an efficient Coast Guard has been or- 
ganized, lighthouses have been built and navigation rendered 
much safer, agriculture has been encouraged, and hospitals, 
public buildings, and parks have been constructed. ... Thanks 
to an efficient United States Navy Medical Service, there are 
153 rural clinics to which 1,341,596 visits were made in 1929. 
... A nurses’ training school was started at the Port au Prince 
General Hospital which has produced nearly one hundred 
graduates, many of whom are already rendering excellent 
service throughout the country....A Haitian graduate nurse 
is now at Columbia University, N. Y., for special training in 
public health and is soon to return to open classes for nurses 
in the same subject at Port au Prince.” On the other hand, 
“the acts and attitudes of the treaty officials gave your com- 
mission the impression that they had been based upon the 
assumption that the Occupation would continue indefinitely, 

. and the commission was disappointed to find that the 
preparation for the political and administrative training of 
Haitians for the responsibilities of government had been in- 
adequate. ... The commission is not convinced that the foun- 
dations for democratic and representative government are 
now broad enough in Haiti... . The replacement of American 
officers of the Garde by Haitians, contemplated by the treaty, 
has not been carried out, however, as rapidly as, in the opinion 
of the commission, it should have been done. There is not 
now and there never has been a Haitian officer of the Garde 
above the rank of captain.” The Commission questioned the 
wisdom of the payment of several millions of dollars on the 
principal of the public debt “in excess of the amount called 
for by the amortization plan. ...In many rural areas malaria 
is being brought under control, but much remains to be done 
which will probably have to wait until the economic condi- 
tions improve.” The bandit gangs, generally called “‘cacos,” 
“have been broken up and have disappeared under American 
rule, but the social forces that created them still remain— 
poverty, ignorance, and the lack of a tradition or desire for 
orderly free government. ... The failure of the Occupation 
to understand the social problems of Haiti, its brusque at- 
tempt to plant democracy there by drill and harrow, its deter- 
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mination to set up a middle class—however wise and neces- 
sary it may seem to Americans—all these explain why, in 
part, the high hopes of our good works in this land have not 
been realized.”!!_ The report on educational conditions, headed 
by the principal of Tuskegee Institute, was pungently critical 
of the educational program, especially of the Service Tech- 
nique.’? Since its principal findings confirmed those of the 
visitor in 1926, they need not be repeated. 

That visitor, who returned in 1934, found one gratifying 
change, namely, the attitude of the nationalists toward the 
Americans in Haiti. This change was due in part to the fact 
that, in accordance with the recommendations of the Forbes 
Commission, Haiti had been allowed to elect its own legislature 
and president and gradually to take over control of the various 
ministries except finance. Perhaps even more important was 
the fact that President Hoover, whose role in inaugurating 
the Good Neighbor Policy has been documented by Alexander 
Deconde,'* had named as minister to Haiti, Dr. Dana G. Munro, 
a distinguished career diplomat, who had become trés sym- 
pathique to the cultured Haitian elite. This excellent prece- 
dent had been followed by President Roosevelt’s appointment 
of Mr. Norman Armour. Despite this more favorable ambi- 
ance, two of the ills specified in the Forbes Report, poverty 
and ignorance, still remained Haiti’s major problems. Presi- 
dent Sténio Vincent told the visitor in 1934 that Haiti had 
a revenue of some six million dollars a year, two millions of 
which went to pay off the debt to American bondholders, leav- 
ing approximately $1.33 per capita to run the government, 
build roads, schools, clinics, hospitals and provide other social 
services. 

When the visitor of 1926 and 1934 returned to Haiti in 
1942, he saw more encouraging signs of progress than previ- 


11 Publications of the Department of State, Latin American Series, 
No. 2, Report of the President’s Commission for the Study and Review 
of Conditions in the Republic of Haiti (Washington, 1930), pp. 1-19. 

12 Publications of the Department of State, Latin American Series, 
No. 5, Report of the United States Commission on Education in Haiti 
(Washington, 1931). 

13 See his Herbert Hoover’s Latin-American Policy (Stanford, 1951). 
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ously. The hazardous road over Mount Puilboreau at last 
justified the assertions made sixteen years before. The voca- 
tional schools, especially those at Chatard and Damiens, were 
beginning to fulfill some of the fond expectations of the pio- 
neers. An increasing number of Haitians, educated at some 
of the best universities in the United States, were assuming 
positions of responsibility in the vocational schools, the clas- 
sical schools and the university. And, what is vitally impor- 
tant, an increasing number of Haitian educators were begin- 
ning to realize that what Haiti most needed was an educa- 
tional program geared to the economy of the country rather 
than to the cult of Juvenal, Corneille and Racine. Further, 
young women of the “best families’ had taken jobs as secre- 
taries and teachers, and were leaving to study social work 
in the United States. 

But two episodes remain vivid in the mind of the visitor 
in 1942. A high American official of SHADA defended the 
payment of thirty cents a day to workers for this Haitian- 
American corporation by saying that the workers were happy, 
as evidenced by the fact that they sang while they worked. 
At Saint-Marce the visitor saw boys and men, from six to sixty 
years of age, standing in line, packed like sardines in a box, 
waiting for the opportunity to carry banana stems from trucks 
to a warehouse at the rate, given by the general manager of 
the Standard Fruit Company, of two-fifths of one cent per 
trip. On the sidelines were the less aggressive men and boys 
hoping that their opportunity would come to earn perhaps a 
few pennies a day. Surplus population, which could not be 
relieved by emigration to the Dominican Republic or to other 
Latin American republics which also did not desire Negro 
immigrants, still remained one of Haiti’s well-nigh insuperable 
problems. 

Haiti’s surplus population could not, of course, find a refuge 
in the United States. But an increasing number of Haitians, 
though still only a trickle, were coming here to learn American 
know-how in business, industry, engineering and architecture, 
public health and government as well as in education. Some 
of them, especially those of dark skin who came by way of 
Miami, were embittered by the segregation and discrimination 
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that they encountered. They were astounded, on the other 
hand, by the fact that most American Negroes had a higher 
economic and educational status than did most Haitians. 
Moreover, since the last twenty and especially the last ten 
years have marked the greatest scope and the fastest rate of 
progress in the forward march of American Negroes toward 
first-class citizenship, the basis for real co-operation, mutual 
self-respect, is niuch stronger between Haitians and Ameri- 
cans today than it was in the days of the Occupation. 

Haiti’s economic situation has also shown its greatest prog- 
ress during the past ten years. Imports increased during the 
five years 1935-1936 to 1939-1940 from, in round numbers, 
40 million dollars to 57 million in the next five years and to 
143 million for the five years 1945-1946 to 1949-1950. Ex- 
ports for the same periods were 38 million, 49 million and 155 
million. Beginning with 1941-1942, annual revenues to 1949- 
1950 were roughly as follows in millions of dollars: 5.1, 6.5, 
8.4, 8.3, 8.9, 13, 15.8, 16.6 and 22. For the eleven months 
from October, 1951, through August, 1952, the latest date 
for which figures are available, total foreign trade was roughly 
97 million dollars, or a little more than 32% of the total for- 
eign trade for the five years, 1945-1946 to 1949-1950. For 
the same eleven months revenues were 27.4 million dollars, 
or 5.4 million dollars more than for the twelve months from 
October, 1949, to September, 1950. The increase in trade was 
due largely to the increase in the prices for the principal 
export, coffee, and to a less extent for cocoa and sugar. The 
increase in trade accounts in large measure for the increase 
in revenues since import and export taxes constitute about 
70% of the total revenues." 

But the United States has not yet completed its mission in 
Haiti. The Report of the United Nations Mission to Haiti, 
based upon a study made by experts at the end of 1948, pointed 
out that agricultural production, still the mainstay of the 
Haitian economy, was not likely to be in the near future large 


14 Banque Nationale de la République d’Haiti, op. cit., pp. 3, 197; 
Banque Nationale de la République d’Haiti, Monthly Bulletin of the 
Fiscal Department, August, 1952 (Port-au-Prince, n. d.), pp. 1-4. 
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enough ‘‘to provide the population—either directly or by way 
of imports obtained in exchange for exports—with the quan- 
tity of goods required to maintain an adequate minimum 
standard of nutrition and clothing.” As a first step, “impov- 
erished land must be reclaimed and unproductive tracts opened 
up for agricultural use by irrigation, drainage, flood control, 
reforestation, and other anti-erosion and soil-conservation 
measures. Wasteful cultivation methods practised by a little- 
educated and growing population steadily pushing up the 
slopes, and wasteful methods of forest exploitation and of con- 
sumption of forest products have led to a most serious denuda- 
tion of once well-wooded areas of great extent.” Fisheries 
had not been sufficiently developed to meet the consumption 
requirements. Manufacturing and mining were little devel- 
oped. Processing of sugar cane and decortication of sisal 
chiefly for export, and lumbering and sawing of timber for 
the home market represented the major agro-industrial ac- 
tivities. A technically perfected sizable cotton mill capable 
of satisfying a substantial part of the country’s present 
demand for coarse cotton fabrics had recently been set up. 
Other industries were technologically little advanced and were 
operated on a modest scale to meet the local demand for cer- 
tain elementary consumption goods. There had been a notable 
recent expansion in handicraft manufacture of fancy articles, 
principally of sisal and mahogany, for export. Except for 
raw materials for lime and cement manufacture, bauxite and 
lignite, there were few known mineral resources. The income 
of the great masses of the people was barely sufficient to meet 
rudimentary requirements of food, clothing and _ shelter. 
Medical care was very inadequately provided for the rural 
areas and the great majority of the population was illiterate. 
Production and exports, though somewhat broadened in scope 
in recent years, were still relatively little diversified, and 
transport facilities “highly inadequate.” The Mission found 
that development projects ‘appeared not to have formed part 
of a well-conceived general program embracing all the dif- 
ferent aspects of the national economic development; and 
they have therefore lacked in co-ordination and continuity, 
have often not been followed up by appropriate care for and 
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maintenance of capital assets created, and have therefore in 
the long run fallen short of the desired results.” 

Since the publication of this report four important develop- 
ments have occurred: (1) the considerable increase in foreign 
trade and revenues already noted; (2) the expansion of the 
UNESCO project in fundamental education at Marbial; (3) 
the inauguration of the Point Four program which as of 
July 31, 1952, included the following personnel: 3 for pro- 
gram direction, 5 for agriculture, 5 for health and sanitation, 
and 3 for rubber development;'* (4) and most important of 
all, the belated beginning of the Artibonite Irrigation Project. 
This project, which was discussed in the days of Moreau de 
St. Méry*? and which has been a favorite topic since the early 
days of the American Occupation, will, if completed according 
to present plans, provide for flood control, the irrigation of 
some 100,000 acres of land and the construction of a hydro- 
electric plant.15 This project could mean more for the prog- 
ress of Haiti than anything that has been done since the 
Marines landed thirty-seven years ago. 

In the meanwhile, however, it must be remembered that 
Haiti’s prosperity, which still fails to provide adequate shelter, 
food, clothing, education and medical care for the great ma- 
jority of the people, is geared to the Korean War and to the 
cold war. Our mission in Haiti will not have been completed 
until the United States, which has brought Haiti largely into 
its orbit, has developed a peacetime program that will assure 
to the people of Haiti an even higher standard of living than 
that resulting from the present war-boom. 


15 United Nations, Mission to Haiti (Lake Success, 1949), especially 
pp. 1-7. 

16 Technical Cooperation Administration, Department of State, mim- 
eographed release. 

17 Woodring, Brown and Burbank, op. cit., p. 531. 

18 Banque Nationale de la République d’Haiti, Annual Report, 1949- 
1950, pp. 74-77. 













British Investments in 


Latin-American and African 


Mines: A Study in Contrasts 


By ALFRED P. TISCHENDORF 


The paths of Britishers who invested their capital in Latin- 
American and African mining diverged rapidly after 1880. 
One led mainly to heartbreaks and infrequent profits, while 
the other often guided residents of the United Kingdom to 
the realm of bonanzas and munificent returns. British invest- 
ments in Latin-American mining probably reached a peak in 
1911, and, after a slight revival in the 1920’s, began a decline 
that has not been reversed.' Occasionally ventures in Mexico, 
Brazil, and Colombia proved highly remunerative. A few men 
reaped substantial rewards from the rich nitrate fields in 
Chile. Yet shareholders in barely one-tenth of the profitable 
British mining companies in Latin America have received 
10 per cent annual average returns for five or more years. 
These dividends have been paid on a nominal aggregate capital 
that never exceeded the 1911 figure of £25.6 million. 

The African mining story is in marked contrast to this tale 
of sporadic profits and languishing activity.* Nearly 28 per 
cent of the British organizations active in Africa at any time 


1J. Fred Rippy, “The Peak of British Investment in Latin-American 
Mines,” Inter-American Economic Affairs, II (Summer, 1948), 41-48. 

2 The term refers to those companies that have paid dividends. The 
dividend records set forth in this essay are for the ordinary shares and 
are based on the nominal value of the capital paid in. 

3 My estimates of British investments are based mainly on two sources: 
Stock Exchange Year-Book for the years 1901-52 (London); and Mining 
Manual, 1901-52 (London). Statistics on mining profits may be verified 
by tracing the companies mentioned through the indexes of these 
volumes. 
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since 1880 have yielded average per-annum dividends of 12 
per cent or more for a decade. Even more significant—if com- 
pared to the Latin-American statistics—the total paid-up 
British capital in African mines has not fallen below £85 
million in the last 53 years. Nor has the age of bonanzas 
terminated. The record of the past 20 years indicates a new 
and unparalleled era of prosperity on the Dark Continent. 
: I 

The “boom” in Latin-American mines during the 1820’s 
ended quickly in collapse, and comparatively few new British 
enterprises were registered during the next 50 years. At the 
end of 1880 the paid-up capital of 19 British-controlled com- 
panies totaled approximately £3.3 million. Most of these dis- 
appeared by 1900. However, the St. John Del Rey Company 
(Brazil), reorganized many times after its formation in 1830, 
was still paying dividends in 1950. 

British investments in the mining regions of Latin America 
again reached “boom” proportions during the 1880’s.* The 
total paid-in capital of 150 active companies at the end of 
1890 was nearly £23 million. Forty-seven concerns with an 
aggregate nominal capital over £8.5 million were organized 
in Mexico, while Venezuela stood second with 12 English- 
financed enterprises having an aggregate capitalization of 
£5.3 million. Most of the companies in 15 Latin countries 
were working silver mines or dredging and panning for gold. 
One in Colombia was mining emeralds. Others combined land 
and railway investments with hope for profit from copper 
and tin deposits. The activities of John Thomas North and 
his little coterie in the Chilean nitrate fields will be sum- 
marized later. 

British pounds flowed briskly toward the mines of Latin 
America following a slump that lasted until the early years 
of the twentieth century. By 1912 Englishmen had invest- 
ments in 185 companies, most of which had been organized 
or reorganized since 1900. Half of the investment was in 


4J. Fred Rippy, “The British Investment ‘Boom’ of the 1880’s in 
Latin-American Mines,” Inter-American Economic Affairs, I (March, 


1948), 71-78. 
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12 Mexico—over £12 million—with Brazil, Colombia, Bolivia, 
om~- and Peru following in that order. 
“up Table 1, which excludes copper and nitrate companies, indi- 
£85 cates the decline in British investment after 1911. The down- 
ae ward movement was slowed during the 1920’s and the paid-up 
ww capital at the end of 1929 was slightly above the 1913 figure. 
In recent years the increased number of holding companies, 
— cartels, and subsidiaries has complicated the task of computa- 
wide tion. The figures for 1951 are thus only approximations; 
‘ish but the decrease both in companies and capital since 1945 
the cannot be disputed. 
_ TABLE 1 
dis- TRENDS IN BRITISH MINING INVESTMENTS IN LATIN AMERICA 
any Year Number of Enterprises Capital Paid Up (in millions) 
330, 1890 150 23-29 £ 
1900 121 12.27 
: 1911 185 25.68 
rice 1913 144 22.18 
The 1929 72 22.47 
| of 1945 34 10.08 
an 1951 22 (most are foreign 8.30(?) 
ned dominated) 
ish- The dividend records of some of Britain’s most profitable 
of mining investments in Latin America are listed in Table 2. 
ries No company operating less than five years was considered. 
old. Only the years of highest returns are given, although many 
and of the enterprises paid smaller dividends for much longer 
per periods. Not all are British controlled. The South American 
and Gold and Platinum Company is a Delaware corporation, while 
1m- the Pato Consolidated Gold Dredging, Limited, is largely a 
Canadian enterprise. Englishmen likewise have only a mi- 
atin nority interest in the Fresnillo Mines. They controlled the 
ars Aroa mining district in Venezuela, the profits from which are 
est- suggested by dividends paid by the South American Copper 
ized Syndicate.» Two ventures almost exclusively British, Espe- 
; in ranza and the Mexico Mines of El Oro, proved especially 
s in 5 See J. Fred Rippy, “Rainbow-Chasing in the Tropics: British Eco- 
irch, nomic Activities in Northern South America,” Inter-American Eco- 


nomic Affairs, VI (Winter, 1952), 69-81. Britishers also shared in the 
French E! Callao Company, formed in 1870. 
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profitable over the short run. El] Oro yielded annual average 
dividends of 83 per cent for the years 1917-21; Esperanza 
88.5 from 1905 to 1909. 


TABLE 2 
PROFITABLE BRITISH INVESTMENTS IN LATIN AMERICAN MINES 
First Year, 

Profitable No- Annual 

Investment . Period Years Average 

Esperanza, Ltd. 1904 10 50.7% 
Fresnillo Company —....... =... a086 5 98.0 
Frontino and Bolivia Gold_. 1888 10 13.7 
Mexico Mines of El Oro_. 1908 19 69.1 
Pato Consol. Gold Dredging . 193 10 30.2 
Pato Mines Re tlhe ho et 10 90.5 
St. John Del Rey_. ies 1874 6 34.0 
San Francisco Mines. 1941 9 31.5 
South American Copper Synd. . 1909 9 143.0 
South American Gold-Petroleum 1933 20 20.4 

Nitrates 
Alianza Nitrate Co._. 1908 Tel 20.8 
Liverpool Nitrate Co... 1906 8 94.0 
London Nitrate Co... 1888 5 178.8 
Salar Del Carmen _.. 1904 10 28.7 
Nominal Capital—£ 

Beginning End of 
of Period Period 
Esperanza 455,000 455,000 
Fresnillo : 400,000 400,000 
Frontino . ; o 115,826 128,662 
El Oro . ie he 180,000 210,000 
Pato Consol. pel eS, 640,000 640,000 
Pato Mines ___... eee OU 100,000 
St- John Del Rey eae _ 253,000 253,000 
San Francisco tee * 1,028,406 2,056,813 
South American Copp. 9,638 22,500 
South American G-P $2,000,000 (U.S.) $1,865,940 


Alianza 500,000 500,000 
Liverpool ; 110,000 56,000 
London . 160,000 160,000 
Salar 109,500 109,500 
Profits from 10 to 20 per cent on nominal investment were 
not unusual for the 19 Chilean nitrate companies organized 
during the 1880’s. Britishers had a total capital of £5.42 
million invested in these concerns, most of which were domi- 
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nated by the “Nitrate King,’ John North. At the close of 
1900, four years after the death of this financial genius, there 
were 29 British companies; in 1913 there were 36—only 8 of 
which failed to pay dividends on their ordinary shares that 
year; and at the end of 1930 there were only 19. By the late 
1940’s, with synthetic nitrates setting the pace, British, United 
States, and Chilean capital combined in 5 giant organizations 
that dominated the industry. Investors received their highest 
returns in the ten years after 1887, and from 1904 through 
1918. This is shown in Table 2 which lists under a separate 
heading 4 of the most profitable British natural nitrate com- 
panies. The drop in nominal capital of the Liverpool Com- 
pany is explained by the repayment and writing off of capital. 

Latin America has not entirely ceased to be a profitable 
field for British mining investments, though the era of boun- 
tiful returns has passed for all but a few companies. The 
Fresnillo Mines reached a high of 141 per cent in 1948-49 on 
a paid-up capital of £400,000. The Empresa de Mineria de 
Nicaragua, with a nominal capital of $40,000 (Nic.) in $4 
shares, paid $48 per share in 1948; $30 in 1949; and $35 for 
1950. The 1951 record of dividend-paying companies is given 
in Table 3. All contain British capital but a majority are 
foreign controlled. 

TABLE 3 
DIVIDENDS PAID ON CERTAIN ORDINARY SHARES (1951) 
Nominal Nominal 
Investments Capital Yield 

Asnazu Gold Dredging .. $1,500,000 (Canada) 10.0% 
Fresnillo Mines Company . £400,000 (foreign contr.) 76.2 
Frontino Gold Mines £243,963 2.5 
Lampa Mining . £70,000 10.0 
Pato Consolidated Gold Dredging $3,200,000 (Canada) 20.0 
Patino Mines and Enterprises £2,600,000 15.0 
South American Gold and Platinum. $1,865,940 (U.S-) 25.0 


II 
Twelve diamond companies with a total capital of nearly 
£2.5 million, mostly issued to vendors and promoters, were 
organized in Africa by 1880.° Following the discovery of gold 


6 J. Fred Rippy, “Enterprises of the ‘Nitrate King’ and His Associates 
in Chile,” Pacific Historical Review, XVII (November, 1948), 457-65. 
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in the Rand during 1886 British capital moved swiftly into 
African mining ventures. Each year after 1892 saw a growth 
in the number of companies formed in London. [Illusory and 
fraudulent enterprises vied with legitimate undertakings for 
public favor and mining “fever” spread through the British 
Isles. By the end of 1900 approximately 1000 companies— 
most of them short-lived—were registered to search for gold, 
diamonds, copper, tin, cobalt, coal and borax from Capetown 
northward. In sheer weight of numbers, though not in total 
nominal capital invested or in profits returned, the first year 
of the century stands as the high water mark of the British 
investment. Lack of working capital, amalgamations, and 
worthless claims soon pushed hundreds of concerns into 
oblivion. By 1920 British-dominated African mining com- 
panies numbered around 219, a figure that varied only slightly 
in succeeding decades. 

Most Englishmen who held shares in African mining organ- 
izations in 1900 had received little or no return from their 
investment. Less than one-tenth of the companies whose in- 
terests were mainly in the Transvaal, Rand, Nigeria, and the 
Rhodesias had ever had dividends to their backers. Fifty had 
rewarded investors with only insignificant profits. Yet a 
number of companies destined for years of profitable activity 
were already operating successfully in the last years of the 
1ineteenth century. With Cecil Rhodes as Life Governor, the 
De Beers Consolidated Company began 62 years of prolific 
returns in 1889. The Crown Reef Gold Mining Company, 
registered in 1886, was forced to halt operations during the 
30er conflict, but its record was already an enviable one. On 
a paid-in capital of £120,000 the company yielded annual 
average dividends of 70.7 per cent for the 14 years immedi- 
ately following 1887. Jubilee Gold:and the New Heriot Com- 
pany did nearly as well. Ashanti Goldfields, which flowered 
into a real bonanza after 1900, returned small dividends dur- 
ing the 1890’s. 

The process of amalgamation previously mentioned resulted 


7S. Herbert Frankel, Capital Investment in Africa (London, 1938), 
p. 53. 
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in important changes in the African mining scene. By 1930 
the number of British companies having a paid-up capital of 
over £1 million exceeded 25; and at the end of 1951 the total 
was 79. This consolidation brought about increases in the 
percentage of profitable enterprises. Nearly 65 per cent of 
the 222 mining companies listed in the Mining Manual and 
the Stock Exchange Year-Book for 1952 had paid dividends 
at some time during their existence. This compares with 
39 per cent in 1920 and 50 per cent in 1940. 

Table 4 lists the most profitable British companies regis- 
tered since 1880 for operations in the mining areas of Africa. 
Thirteen increased their nominal capital during the lush 
periods. All paid their high dividends for at least 15 years 
and 11 proved bonanzas for more than three decades. Most 
“specialized” in gold and diamonds, though some had coal, 
platinum, or copper holdings. Five-year averages for many 
soared sky-high. The Premier Company, for example, paid 
yearly average dividends of 520 per cent from 1916 to 1920 
on ordinary shares amounting to £80,000! 

A new era of financial success dawned for British investors 
in nearly every African economic enterprise after the price 
of gold was raised in 1933. Ten of the 22 companies listed 
in Table 4 yielded their highest average annual returns in 
the years 1934-51. Nearly 50 of the total companies regis- 
tered during this period paid yearly average dividends of over 
20 per cent; 35 returned annual averages of between 30 and 
245 per cent. British capital invested in African mines since 
1933 has risen steadily: today it is perhaps over £220 million. 
The previous high total came soon after 1910, when nearly 
£165 million was invested in 640 companies. 

The recent bonanza period described above has not yet run 
its course. At least 75 companies controlled by Englishmen 
paid dividends of over 10 per cent in 1951; 29 others reached 
30 per cent or more. Table 5 lists those concerns with divi- 
dends on ordinary shares that amounted to at least 100 
per cent. 

III 

Englishmen first invested their capital in Latin-American 

mines during the 1820’s. It was not until 1880 that they 
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TABLE 4 
PROFITABLE BRITISH INVESTMENTS IN AFRICAN MINES 
a First Year, 
. Profitable No- Annual 
: Investment Period Years Average 
Ashanti Goldfields 1900 51 58.5% 
Brakpan Mines _. 1912 39 40.8 
Crown Mines _. = 1898 53 91.3 
Dagganfontein Mines 1933 18 55.: 
De Beers Consolidated 1889 62 
East Champ d’or _. 1934 16 
East Geduld - = 1932 19 
Ferreira Estate ; 1936 15 
Ferreira Gold Mining 1891 21 
Geduld Proprietary 1914 37 
Globe and Phoenix 1901 50 
Government Gold Mining Areas 1917 34 
Great Fingall Consolidated 1899 5 
Modderfontein B Gold Mines 1912 39 
Modderfontein Deep 1914 2 
New Modderfontein Gold Mining 1906 40 
Premier Diamond Mining 1905 2% 
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23 
Rand Mines 1891 53 125.5 
1 


So. African Land and Exploration _ 1934 6 76.1 
Sub Nigel 1912 3 68.6 
Village Main Reef Gold Mining 1898 22 53.8 


Nominal Capital—£ 

Beginning End of 

of Period Period 
Ashanti 130,000 1,248,557 
Brakpan ; 750,000 1,150,000 
Crown 300,000 943,062 
Daggafontein 1,650,000 1,750,000 
De Beers 3,950,000 6,375,000 
East Champ 247,500 259,875 
East Geduld ,960,000 1,800,000 
Ferreira Estate 9,638 9,638 
Ferreira G. M. _. 45,000 95,000 
Geduld Prop. 922,500 1,460,857 
Globe and Phoenix 187,500 200,000 
Government G. M. ,400,000 1,400,000 
Great Fingall 125,000 125,000 
Modderfontein B 700,000 490,000 
Modderfontein Deep 500,000 500,000 
New Modderfontein 1,200,000 1,120,000 
Premier ete 80,000 80,000 





BRITISH INVESTMENTS IN MINES 


Nominal Capital—£ 
Beginning End of 
of Period Period 
PE a a at etch, EI 587,748 
S: Agrican Land... 2.2.55... 192500 433,125 
Sub Nigel... Behe a _ 481,580 885,937 
Village Main Reef - pcb 250,000 472,000 
TABLE 5 
DIVIDENDS PAID ON ORDINARY SHARES—1951 (AFRICA) 
Investment Nominal Capital Nominal Yield 
Blysvornitzichnt Gold g 2 £3,200,000 106% 
Consol. African Selection Trust 1,516,555 100 
Consol. Diamond Mines of W. Africa 2,000,000 125 
Consol. Murchison Gold Fields_. 208,000 800 
Crown Mines : seas : 943,062 120 
Daggafontein Mines ; a: 1,750,000 120 
De Beers Consolidated 6,375,000 140 
East Geduld : i 1,800,000 111 
Ferreira Estate a 9,638 500 
Geldenhuis Deep 28,333 150 
Luipard’s Vlei Estate 466,000 100 
Old Heriot Mine 6,250 200 
Rand Mines 537,748 140 
South African Land and Exploration 433,125 121 
Sub Nigel ; ; ast 885,937 110 
began seriously to pursue the spectre of El Dorado across 
Africa. Mining investments in both areas proved highly 
speculative, but profits were far more elusive and less reward- 
ing in Latin America. The greater amount of capital invested 
in most of the outstanding African companies only adds to 
the disparity in dividends from the two regions. Figures for 
1951 reveal that the gap in returns continues to widen. 

The number of British investments in Latin-American mines 
never approached the number in Africa after 1880, when they 
were numerically nearly the same. The 1000 companies listed 
for Africa in 1900—even if two-thirds were almost immedi- 
ately liquidated—can be countered only by the Latin Ameri- 
ean high of 185 in 1911. After 1929 British mining enter- 
prises in Latin America never numbered over 72; those in 
Africa did not fall below 216. Britishers today hold majority 
interests in most of the 220 or so African concerns; but they 
control less than a dozen mining companies active in Latin 
America. 








British Investments in 
Paraguay, Bolivia and Peru 


By J. FRED RIPPY* 


Residents of the United Kingdom made their first large in- 
vestments in Paraguay in 1871 and 1872, purchasing two is- 
sues of Paraguayan government bonds with a total par value 
of £1,505,400. Their next venture of any magnitude was an 
investment in a railroad enterprise, the Paraguay Central 
Railway Company, Limited, organized in 1889, although the 
inflated capitalization of another organization, a land com- 
pany registered the previous year, was reported to be in 
excess of £200,000. Government securities, a railway, and 
real estate, these were the major types of British investment 
in Paraguay. The total never amounted to much more than 
£3.8 million, which was about £500,000 above the nominal 
aggregate for 1949 and several preceding years.’ 

The first investment of any size ventured by Englishmen 
in Bolivia was also made in the early 1870’s, an issue of gov- 
ernment bonds with a face value of £1.7 million purchased 
in 1872. A few years later they began to buy some of the 
shares of a mining company controlled by Chileans and French- 
men. Their railroad investment in Bolivia was made through 
a corporation, Antofagasta and Bolivia Railway Company, 
whose capital is usually attributed to the English investment 
in Chile. Mines, lands, public utilities, and manufacturing 
are the main categories of British investment in Bolivia. Very 
little English money went into Bolivian Government securi- 
ties after 1872. The initial investment, from which heavy 
losses were suffered, served as an effective warning. Exclud- 
ing the railroad capital referred to above, total nominal Eng- 
lish capital operating in Bolivia probably did not amount to 
more than £2 million before the middle 1920’s or far exceed 
£3 million at any time thereafter, although South American 


* Professor of History, University of Chicago. 
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Journal’s estimates for recent years have at times listed a 
nominal aggregate of more than £4.4 million, a sum which 
probably included the total capitalization of two or three 
mining companies in which Englishmen had only minority 
interests. Their most profitable investments in Bolivia were 
in the shares of such companies. But more about these later. 

During the three quarters of a century following Para- 
guay’s default on its sterling bonds in 1874 English capital 
in that country yielded very little income. A return of as 
much as 3 per cent on the total nominal investment was un- 
usual. Sterling government securities were in default exactly 
half of the time and resumption of services always meant a 
paring down of the interest rate, so that Paraguay rarely 
paid more than 3 per cent and frequently paid only 1 per cent 
on its sterling bonds. The Paraguayan Land Company, or- 


1 Statistics on the total nominal investments of Englishmen in Para- 
guay and Bolivia and the income from these investments published by the 
South American Journal (London), in its issue for the first semesters 
of 1914, 1940, and subsequent years, exaggerate both the amount of cap- 
ital and the income it produced because of the method employed in mak- 
ing its estimates; but the Journal is more dependable for Peru. Council 
of the Corporation of Foreign Bondholders, Annual Report (London) 
for the years 1877 through 1949, throws light on the sterling issues of 
these three countries, especially Peru and Paraguay. The best source 
of information on all types of British investment, whether in govern- 
ment bonds or economic enterprises, is the Stock Exchange Year-Bool: 
(London) for the years 1876 and following. In the various issues of 
this manual one may find not only the story of the sterling government 
bonds of these three countries but also, by diligent perusal, the financial 
history of the leading British companies active within their boundaries. 
Once the names of the economic enterprises are discovered, there is no 
difficulty, as a rule, in ascertaining their capitalization and their dividend 
records. The United States Department of Commerce has published 
a scholarly handbook on each of the republics.dealt with in this essay: 
W. L. Schurz, Paraguay: A Commercial Handbook (1920) and Bolivia: 
A Commercial and Industrial Handbook (1921); W. E. Dunn, Peru: 
A Commercial and Industrial Handbook (1925), works which contain 
data on English economic activities. The reader should note that I am 
dealing with the capital invested in these countries by residents of the 
United Kingdom and not with the investments of Englishmen who were 
more or less permanent residents in these parts of Latin America. Since 
the six sources of information listed here have excellent indexes or 
tables of contents, or both, I have avoided elaborate specific citations. 
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ganized to colonize and make profitable the more than 2 mil- 
lion acres of land ceded to English bondholders in 1886 in 
return for the cancellation of interest in arrears, was a failure. 
After two decades of vain effort to attract immigrants and 
develop its holdings, the company folded up. The railway in- 
vestment, which expanded from £882,930 in 1890 to nearly 
£3 million a quarter of a century later, never paid an ordinary 
dividend, seldom paid a preference dividend, and soon failed 
to service more than its first-mortgage debentures, which had 
coupons of 6 and 7 per cent and a par value of from £600,000 
to £750,000. The three big English companies organized in 
the twentieth century to engage in the livestock business in 
Paraguay are so closely connected with enterprises with head- 
quarters in Argentina that it is impossible to determine how 
much of their profits they derived from Paraguay. 

The oldest of these ranching enterprises is South American 
Cattle Farms, Limited, organized in 1910 by the management 
of Liebig’s Extract of Meat Company and closely associated 
with that prosperous firm. During the two decades ‘starting 
with the year 1913 South American Cattle Farms, which owned 
ranches in both Argentina and Paraguay, paid an annual av- 
erage of 6.4 per cent on its nominal paid-up ordinary shares 
of £300,000; but no separate report of its earnings was pub- 
lished thereafter in Stock Exchange Year-Book. Assuming 
that its Paraguayan operations were as profitable as those in 
Argentina, this was probably the most remunerative enter- 
prise ever owned by Englishmen in Paraguay. The other 
ranching enterprises are Paraguay Land and Cattle Company 
and Paraguayan Cattle Farms, Limited, both controlled by 
South American Assets Company, Limited, organized in 1920 
to bail out such residents of the United Kingdom as had been 
captivated by the gigantic Percival Farquhar speculations in 
several South American republics. This holding company 
paid no dividend on its ordinary shares, £250,000, during the 
first 30 years of its existence; but it carried a heavy load of 
6 per cent debentures and reduced the nominal aggregate of 
capital invested in them from £350,000 to £168,393, and it is 
likely that the income which made this possible was drawn 
mainly from the two Paraguayan ranching organizations. 
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Very few economic enterprises operating in Bolivia under 
the control of investors residing in the British Isles were re- 
markable for their high dividends. Most of the mining com- 
panies owned exclusively by Englishmen were near failures. 
Incomplete data suggest that Berenguela Tin Mines, Limited, 
organized in 1905 and dropped from the Stock Exchange Year- 
Book’s list after 1930, may have been one of the few excep- 
tions, for during a stretch of 12 years beginning with 1916 
this company yielded an annual average of 14.6 per cent on 
the par value of its paid-in capital, which expanded from 
£20,000 to £40,000 during this period. Bolivian General En- 
terprises, Limited, an Anglo-French company created in 
1903 for the purpose of collecting wild rubber and experiment- 
ing in plantation rubber, soon turned to land speculation and 
public utilities. Although still in existence in 1950, it was 
practically bankrupt. In the course of 47 years it had paid 
only three dividends; but it had managed to earn enough to 
return to its shareholders half of the principal of their orig- 
inal investment of £275,052. A claim against the Bolivian 
government for expropriated lands was almost its sole asset 
in 1950. National Match Factory of Bolivia, Limited, estab- 
lished in 1907, folded up in 1930 without having paid a divi- 
dend on either its ordinary or its 6 per cent preference shares, 
the first amounting to a nominal £50,000 and the second to a 
nominal £30,000; nor had it been able to service its 6 per cent 
debentures—£80,000, figured at par—since 1917. The two 
Bolivian subsidiaries of International Power Company, Lim- 
ited, a Canadian holding company set up in 1926 with some 
English participation, probably did not prosper. At any rate, 
the record of the parent company, which also owns subsidi- 
aries in Mexico and Venezuela, does not suggest large earn- 
ings from any source. 

Yet the statistics published from time to time by the South 
American Journal disclose a high rate of return from Bolivia 
in recent years: 31.6 per cent for 1942; 21.7 for 1943; 35.8 
for 1946; 21.9 for 1948; and 20.8 for 1949. What is the ex- 
planation? In the first place, too much profitable capital of 
enterprises in which Englishmen had only minority holdings 
was listed as British capital merely because it was quoted on 
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the London Stock Exchange. But, in the second place, re- 
turns were actually fairly high because investors residing 
in the United Kingdom owned a good portion, though less 
than a controlling share, of such capital. 

Perhaps the earliest of the profitable companies in which 
Englishmen held a minority interest was Compania Huan- 
chaca de Bolivia, organized in 1873 by Chileans and French- 
men to work silver mines. This enterprise, which financed 
the construction of the Antofagasta and Bolivia Railway, paid 
an average annual dividend of 32.5 per cent on a nominal 
paid-up capital of some £1.5 million during the 12-year period 
beginning in 1883. It then ceased to prosper and was soon 
dissolved. 

Another very profitable enterprise with a minority British 
investment was Compagnie Aramayo de Mines en Bolivie, or- 
ganized in England in 1906 as Aramayo, Francke and Com- 
pany, but transferred to Switzerland under its new title in 
1916. In addition to share bonuses amounting to 60 per cent, 
this company, which was engaged mainly in the mining of tin, 
returned an annual average nominal dividend of slightly 
more than 22.5 per cent on its nominal ordinary capital— 
£600,000 at the outset, raised to approximately £1 million in 
1928 and then reduced to the equivalent of £800,000 in 1936 
—for the 20 years starting in 1910; and, after passing four 
dividends and paying only 2.5 per cent in 1935, entered an- 
other prosperous period, returning a nominal 11.25 annually 
for the next decade and an average of 8 per cent annually 
from 1946 through 1949.8 
Compagnie Aramayo. 

A third profitable concern with fairly large English mi- 
nority holdings is Patino Mines and Enterprises, Consoli- 
dated, a Delaware Corporation organized in 1924 with a cap- 
ital of over $27 million, reduced to $13.5 million in 1937 and 
to $6.75 million in 1946 without loss to shareholders. Besides 
large stock bonuses in affiliated companies, this mining corpo- 


2 Stock Exchange Year-Book, 1892, p. 96; 1896, pp. 625-26; 1906, pp. 
166-67 and 1251. 
3 Ibid. for the years 1910 and following, index under Aramayo and 
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ration paid an annual average nominal dividend slightly in ex- 
cess of 12 per cent during the first two decades of its opera- 
tion and an average of 28.8 per cent for the 7 years begin- 
ning in 1944.+ 

If Englishmen had owned all the capital of the Aramayo 
and Patino companies their returns from Bolivia might have 
been as high at times as the South American Journal indi- 
cates but since their holdings probably amounted to no more 
than a third or a fourth of the total securities of the two com- 
panies and since their unremunerative investment in Bolivia 
was practically as large as this profitable investment, the rate 
of return will need to be reduced to an annual average of 
around 12 or 15 per cent for the quarter of a century follow- 
ing 1924, and for the three decades starting in 1890 the aver- 
age will have to be reduced to about half that nominal rate. 
Even after making appropriate adjustments, however, it is 
more than likely that the Bolivian investment was for several 
decades one of the most profitable English investments in the 
Latin-American countries.° 
II 


Two striking facts soon become evident in even a cursory 
inspection of the British investment in Peru. (1) The in- 
vestment reached its peak in the 1870’s and (2) from 45 to 
90 per cent of the total after 1890 was tied up in one giant 
enterprise, the Peruvian Corporation, Limited, an unprofitable 
investment which caused a decided reduction in the average 
annual returns on the total capital involved. The aggregate 
nominal English investment in Peru was in excess of £36.1 
million in 1880, but only £19.1 million at the end of 1890. It 
rose to more than £25.6 million by the end of 1913 and mounted 
to another peak in 1935, exceeding £30 million by the end of 






4 bid. for the years 1927 and following, index under Patino. 

5 See South American Journal, vols. 125 and every odd-numbered vol- 
ume thereafter, index under Bolivia, British investments. The Journal 
gives a distorted view of the shrinkage and expansion of the investment 
and rates of return from year to year because securities which happen 
not to have been quoted at the end of the year in question are omitted, 
and at times the magnitude of the capital is exaggerated for the reasons 
stated in the text. 
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that year, but shrank to a nominal total of £25 million, or 
less, by the close of 1949. 

The main categories of English investment in Peru, as in 
many other Latin-American countries, were government bonds 
and railways. Contrary to what might have been expected, 
mining did not attract a very large share of English capital, 
only a little more than £1.3 million at its maximum in 1911;° 
nor did real estate, or public utilities, or manufacturing. But 
Englishmen were diligent in their search for Peru’s petroleum 
and were finally handsomely rewarded for their efforts. 

Residents of the United Kingdom made their first impor- 
tant investments in Peru in the early 1820’s, when they pur- 
chased government securities with a par value of £1,816,000 
and organized three or four mining companies with a nominal 
paid-up capital of some £250,000. Heavy losses made Eng- 
lishmen wary for a time, but the new generation plunged 
again. After more than 20 years of default, the Lima gov- 
ernment made a settlement with British bondholders in 1849, 
and it was not long until large new issues began to be floated 
in England. During the two decades beginning in 1853 a 
grand total of approximately £42.3 million, par value, was 
marketed in the United Kingdom and on the Continent! It 
was an era of tremendous enthusiasm for railways in Peru 
and these issues were sold mainly for the purpose of construct- 
ing a number of lines from the seacoast up into the high 
Andes. Englishmen had a nominal investment of some £33 
million in Peruvian government securities in 1876, when every 
issue went into complete default. In 1890, after the Lima 
government had failed to make any payments for 14 years, 
the Peruvian Corporation was organized to take over the rail- 
ways, which had been hypothecated as security, and bail out 
the unfortunate bondholders. Having burned their fingers 
twice, and very badly the second time, Englishmen became 


6 Mining Manual (London) is the most useful source of information 
on English mining activities; but a thorough combing of its indexes 
is required to discover the names of the companies active in Peru and 
other Latin-American countries, since the listing is not by countries 
but merely alphabetical for British mining enterprises operating all 
over the world. 
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extremely cautious about Peruvian government bonds. They 
purchased no more until 1909, and the par value of their hold- 
ings was less than £2 million in 1913. Their investment later 
expanded, however, until it exceeded £6 million, and it was 
still more than £3 million at the end of 1949.7 

Englishmen began to invest in Peruvian railways at an 
early date. They organized their first enterprise, Arica and 
Tacna Railway Company, as early as 1857 and their second, 
Lima Railways Company, Limited, in 1865. They also pur- 
chased some bonds issued by two railway companies owned 
by the Peruvian government. But their biggest railway in- 
vestment was thrust upon them when they had to take over 
7 or 8 lines in 1890 in order to salvage their extravagant in- 
vestment in Peruvian government bonds. The nominal value 
of English capital tied up in Peruvian railroads exceeded £18 
million by the end of that year, and little reduction occurred 
between 1890 and 1950. 

The investment of British capitalists in economic enter- 
prises other than railways never amounted to more than a 
nominal £4 or £5 million at any time. Their investment in 
mining, as already noted, was comparatively small. The same 
was true of public utilities, merely a minority interest in vari- 
ous tramway, gas, and electrical enterprises operating in Lima 
and an ephemeral investment in a telephone company. Their 
investment in the cultivation and milling of sugar was like- 
wise small, and they owned only two manufacturing plants of 
any significance, a brewery and a textile mill. They organized 
several companies for the purpose of discovering and exploit- 
ing petroleum, but their investment in oil enterprises prob- 
ably never amounted to more than £3 million. 

Already it has been intimated that the average yield of 
English capital invested in Peru was small. With the excep- 
tion of a decade or so around the middle of the nineteenth 
century, when Peruvian government bonds paid a regular 4.5 


“South American Journal, vol. 147, p. 150. The Journal's estimates 
are too high for some years and too low for others. They should be 
checked with the figures given by Stock Exchange Year-Book for the 
years 1910-1950. 
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per cent and when the profits returned by the capital invested 
in the guano business were high, the average nominal annual 
yield never quite reached 5 per cent. It was only 2.7 in 1913 
and 3.4 in 1924. The average for the following 6 years was 
almost 4 per cent, but afterwards there was a decided slump, 
which brought the average for the 19 years starting with 1931 
down to a mere 1.6 per cent. 

For the period beginning in 1909 and ending in 1930 gov- 
ernment securities were, on the whole, the most profitable 
English investment in Peru. Coupons ranged from 5 to 7.5 
per cent, and the nominal average rate of return was approxi- 
mately 6 per cent during this period. Then began several 
years of default and a downward adjustment of interest rates, 
so that the average annual nominal yield from 1931 through 
1949 was barely 1 per cent. 

As previously indicated, British capital yielded only meager 
returns, and this was true for most of the period before 1890 
as well as for the decades that followed. Ordinary shares 
with a par value of £9 million, approximately half of the in- 
vestment in the Peruvian Corporation, which owned 80 per 
cent of Peru’s railways, never paid a single dividend during 
the first 60 years of the corporation’s existence. For 10 years 
or so during the 1860’s and 1870’s the rate of return on the 
railroad investment averaged about 5 per cent but for the 6 
decades following 1890 the nominal average was less than 3 
per cent. 

A few of the miscellaneous economic enterprises owned by 
Englishmen were more profitable. Backus and Johnston’s 
Brewery Company, Limited, founded in 1889, was prosperous 
for at least half of the first 60 years of its operation. For 
the decade beginning in 1940 it paid an average nominal divi- 
dend of 7.7 per cent annually on its £110,000 in ordinary 
shares and serviced £65,000 in 7 per cent debentures. The 
Peruvian Cotton Manufacturing Company, Limited, organ- 
ized in 1890 and apparently dissolved in 1918, paid an annual 
average of 7.2 per cent on its nominal capital—£80,183 in 
1898, raised to £100,000 in 1915—for the two decades begin- 
ning in 1898. A banking enterprise in which Englishmen had 
a minority investment, Banco del Peri y Londres, paid an 
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average annual dividend of over 10 per cent on its nominal 
capital for a quarter of a century (1905-1929). 

Nearly all of the some 25 or 30 mining companies owned by 
Englishmen in Peru at one time or another failed to prosper. 
Anglo-French Ticapampa Silver Mining Company, in which 
they held only a minority interest, was probably more profit- 
able than any other. Organized in 1903, it paid its first divi- 
dend in 1905 and an average of nearly 16 per cent annually 
down through the year 1919 on a nominal capital ranging 
from £100,000 to £140,000; but made no further payment to 
its owners between 1920 and 1950! 

Three of the six English companies organized to ex- 
plore for petroleum in Peru—Peruvian Petroleum Syndicate, 
founded in 1901; Peru Syndicate, founded in 1919; and Man- 
cora Oilfields, Limited, registered in 1920—probably made 
only slim profits, if any; and two others—London and Pacific 
Petroleum Company, founded in 1889, and Lagunitos Oil 
Company, organized in 1911 had to wait several years for 
the rich harvests. But the sixth enterprise, Lobitos Oilfields, 
Limited, organized in 1908, began promptly to yield remark- 
able dividends. 

Starting with a nominal paid-up capital of £360,000, all in 
ordinary shares, which was raised to at least £1 million by 
1925, Lobitos returned an annual average of approximately 
19 per cent during the 38-year period beginning in 1912. Not 
a single dividend was passed, and a 40 per cent bonus in the 
shares of Anglo-Ecuadorian Oilfields, Limited (£160,000, 
figured at par), was paid to the shareholders in 1919. 

More remarkable still was the financial record of Interna- 
tional Petroleum Company, Limited, a Canadian corporation 
organized in 1920 mainly for the purpose of acquiring the 
holdings of the London and Pacific and Lagunitos companies. 
International Petroleum, which also owned producing proper- 
ties in Colombia, was organized as a subsidiary of Standard 
Oil of New Jersey, but the two affiliated English companies 
seem to have traded their holdings for blocks of its shares. 
For three decades beginning in 1921 International Petroleum 
paid an average annual dividend of 40.1 per cent on a nominal 
capital of approximately $36 million! No year passed without 
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a reward to its shareholders; the return was no less than 100 
per cent annually for four consecutive years (1935-1938). 
But English investors probably did not own more than a fourth 
of its securities, perhaps not more than an equivalent of £2 
million.*® 

Two or three very profitable investments amounting to only 
£3 million or so could make no very marked improvement in 
the average returns on British capital invested in Peru when 
from £9 million to more than £20 million failed to yield in- 
come every year from 1890 through 1950. The capital tied up 
in the Peruvian Corporation was the dead weight that brought 
the average earnings down. It is appropriate to conclude 
with a glance at its recent record. Not only had its ordinary 
shares with a par value of £9 million never paid a dividend; 
its preference stock with a par value of £7.5 million had re- 
turned no dividend since 1930, and its 6 per cent debentures 
amounting to nearly £4 million were in arrears, having re- 
ceived only 3 per cent annually in 1947, 1948, and 1949. Av- 
erage rates of return on the English investment in Peru 
would continue to be low until this dead capital could be re- 
vived or discarded.° 


8 W. E. Dunn, in his Peru: A Commercial and Industrial Handbook, 
pp. 190-204, gives a satisfactory summary of the evolution of Peru’s 
petroleum industry. International Petroleum’s ordinary shares have no 
par; but since they rate equally with its preference for dividends, I have 
assigned them the same nominal value in computing the total capital 
and the annual dividends. The combined capitalization of Lobitos and 
London and Pacific amounted to only £1,158,090 in 1915, but I have 
made allowance for the not infrequent liberality of holding companies 
when they absorb operating companies. 

® One of the English enterprises active in Peru, Peruvian Amazon 
Company, Limited, organized in 1907 and compelled by the British 
courts to begin liquidation in 1912, caused an international scandal by 
its excesses in the rubber forests, horribly abusing its Indian labor. 
Its English directors were not wholly to blame, since they formed only 
a minority influence; but they were shockingly indifferent or careless. 
One of them was a titled nobleman; two others had spent many years 
in business in Peru and Chile; one of the two was a director of the 
Peruvian Corporation and a British bank. The atrocities are exposed 
in United States Congress, House Document No. 1366, 62 Congress, 
3 sess., Serial 6369: “Slavery in Peru,” and in Great Britain, Parlia- 
ment, House of Commons, Reports of Committees, Vol. 14: “Putumayo 
Atrocities” (London, 1913). 





Economic and Fiscal Problems of a 


Colombian Department 


By Horst MENDERSHAUSEN 


Like all countries, the underdeveloped countries are not 
homogeneous bodies extending from the center to the fron- 
tiers. They are usually made up of regions and subdivisions 
of differing geophysical, demographic and economic charac- 
ter; and the economic development of the country as a whole 
depends in large measure on the opportunities arising in its 
various regions, and their realization. People everywhere live 
locally and are governed locally, and the more one inquires 
into their activities the more obvious becomes the strength 
of the local and regional factors in their life. The develop- 
ment of the country usually means very different things in 
its various regions. Some of the latter may lead while others 
lag, and in the caurse of time the pattern of leaders and fol- 
lowers is apt to change. This has been true for the United 
States, and it applies if anything more strongly to the coun- 
tries now subject to efforts at economic development. 


The relation between national affairs—in particular the 
activities of the central government—and regional and local 
affairs is a complex one. From a distance the first seem most 
important. A large part of the domestic effort to produce 
economic change seems to radiate out from the capital and 
its central institutions, and the outlying areas appear as the 
mere objects of the effort. The strength of political cen- 
tralism, which is notable in many of the countries now under- 
going rapid economic change, and the practical invisibility 
of the local factors to many observers, further help to push 
the central, or national, problems into the foreground. Nat- 
urally enough, a good deal of the participation of outside 
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agencies in economic and technical assistance to the developing 
country is directed to and channeled through national insti- 
tutions. But equally naturally. as this kind of work advances, 
it must address itself to local situations. Studies of the prob- 
lems of economic change in a loca] setting, and efforts to pro- 
duce or control such change, are likely to play an increasing 
role in the course of national development efforts and of inter- 
national cooperafion in such efforts. 

The great diversity of regional conditions in Colombia in- 
vites the study of local problems of economic development. 
The economic survey mission to the Department of Caldas, in 
which I participated during the past summer, resulted from 
a plan of the governor of the department to examine the 
economic, fiscal, and administrative problems of the regional 
government—both departmental and local. Following, as it 
did, several international missions to the national government 
of Colombia, this mission to one of its regional subdivisions 
was the first of its kind. Under the direction of Mr. Lauchlin 
Currie, it addressed itself to a survey of the affairs of the 
regional government, and looked at the Department of Caldas 
as a framework in which economic development takes place. 
With the collaboration of a political scientist, Professor Lynton 
K. Caldwell, of the University of Syracuse, and an economist, 
myself, Mr. Currie prepared a report to the governor. Some 
of the observations of the mission in the economic and fiscal 
field are reviewed in this article.* 

* The full report was published by the departmental government of 
Caldas at Manizales, October 1952: Caldas en 1952, Informe de la 
Mision Currie, Imprenta Departmental. 

Summary 

The fruitfulness of economic innovations in a developing country 
depends greatly on how the new arrangements are incorporated into, 
and digested by, locality and region. The very capacity of the nation 
to develop economically rests on the marshalling of local energies and 
the exercise of self-help and self-government in the smaller units. Even 
when the changes affect all parts of the country and are driven for- 
ward by national or international influences, their success or failure is 
ultimately decided by the reactions at the local level. If the new eco- 
nomie factors that enter into the life of the people are to take roots, 
they must do so locally, in the midst of traditional economic and com- 
munity life. If this does not happen, they may cause a mere enclave of 
an alien nature in the economy, the latter sealing itself off against it 
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and remaining “undeveloped” or perhaps seeking to squeeze a kind of 
retirement income for itself out of the intruder. 

The history of Caldas is a story of coffee. From about the middle of 
the nineteenth century on, the hilly wilderness in the southern part of 
Antioquia was colonized by settlers from that department who found in 
coffee a profitable means of exploiting a landscape that offered few 
advantages for other crops. Today this fairly small area that became 
the Department of Caldas is populated by about 10 per cent of Colombia’s 
population. It finds its livelihood chiefly in agriculture, which fur- 
nishes about 74 per cent of the regional income. Coffee alone accounts 
for about 46 per cent. 

While the people of Caldas have derived a relatively high income, and 
some have grown rich, in developing the coffee economy, they are un- 
likely to improve their economic position further, or even maintain it, 
by relying on coffee. The population of the department is growing 
rapidly, even faster than that of the country as a whole, and there is 
little land left for profitable coffee growing. Some improvements in 
the efficiency of this kind of agriculture may be possible, but they hardly 
offer a promising economic future to the rapidly growing numbers. 
Unless the department is to experience a growth of pauperism, it must 
develop new economic activities and aim at a more diversified pattern 
of economic life. 


The need for diversification, which is recognized by leading elements 
in the region, has given rise to certain protectionist tendencies which 


hold some danger for the future of the region’s economic development. 
The fact that so large a proportion of the goods consumed in the de- 
partment cme from other parts of Colombia or from abroad, and that 
so much of the income earned in the department flows to the outside 
to buy these goods or to seek investment, is of course a measure of the 
high, and potentially excessive, specialization of the department’s econ- 
omy. But these phenomena cannot be corrected in any constructive 
manner by raising barriers to “imports”, let alone by prohibitions to 
the “export” of money. The department cannot hope to improve its 
economic outlook by seeking a greater degree of autarky generally. The 
region is, and to remain prosperous has to continue to be, in intimate 
economic exchange with other parts of the country and with markets 
abroad. While it has to learn to produce a greater variety of things 
at home it cannot profit by trying to do so indiscriminately over a wide 
range of commodities. 

Instead of seeking to raise barriers at the department’s boundaries, 
the interest in economic diversification should center on the discovery 
of local opportunities for specific new enterprises. Such opportunities 
are limited by the physical difficulties of the landscape and the lack of 
mineral resources. But the department has an important source of 
economic wealth in large undeveloped water power. It has merely begun 
to harness this power for the production of electric energy. Not only 
does cheap electric power promise to attract industries, but the effort 
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that goes into the planning of its development promises to create a 
regional center of economic planning in general. The department is part 
owner of the new electric power enterprise and may do well to devote a 
very large proportion of public funds available for development purposes 
to the improvement and expansion of power generation and distribution. 

The improvement of transportation facilities, in particular of high- 
ways, is of vital importance for the economic future. The lamentable 
state of the present road system obstructs all industry and trade, and 
probably even plays a role in such specific short-term problems as the 
disproportionate rise of prices in recent years in parts of the area. A 
substantial amount of roadwork is now being done as part of a national 
road program, but the need for further work of major proportions and 
expense is obvious. 

It is difficult to say what new kinds of economic activities might find 
their home in Caldas. A number of agricultural and industrial possi- 
bilities have been considered, and others will appear in the future. The 
department has the great advantage of a very enterprising group of 
businessmen and capitalists who show a disposition to accumulate and 
invest. One cannot fail to observe, however, that this group consti- 
tutes a very thin upper crust of the local society and that it has failed 
so far to communicate its economic interests and drives to the large 
mass of the people. As a result, the problems of economic development 
in the area are approached too much from the point of view of large- 
scale ventures by some of the wealthy coffee men, and too little through 
smaller individual or cooperative ventures of the common people. 


Traditional cultural factors are undoubtedly of great weight in this 
matter. The gulf between the upper class and the common people is wide, 
although perhaps not as wide as some in other parts of Latin America. 
The educational system is extremely poor in all matters of secular edu- 
cation, and the church has not discovered the value of economic and 
social improvement. Thus the resources of the large and dense popu- 
lation remain undeveloped and underutilized. It is hard to say how 
these difficulties will be overcome. The historical experience of the 
countries of Northern Europe and North America shows that religious 
drives had a very significant role in producing a widespread attitude 
of individual and community improvement and a spirit of economic en- 
terprise, but there is no easy way of repeating this performance. At 
the same time it is probably true that among the various Latin Amer- 
ican countries Colombia has come closest to a successful attack on this 
problem. At the present time, however, the country lives in an atmos- 
phere of smouldering civil war, in which old ideological conflicts and 
new ones tend to stalemate the entire process of government. National 
energies are spent increasingly on partisan conflict and it is difficult 
to foresee how they will be redirected to the tasks of reform, in the 
field of education or elsewhere. 

The Department of Caldas is blessed with somewhat greater political 
tranquillity than several other parts of the country and with a reform- 
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minded conservative administration. These circumstances may help 
bring about at least such measure of improvement in administration 
and public order as can be obtained in the present setting of Colombian 
politics. The mission surveyed the various activities of the departmental 
government to define such opportunities and found many in the fiscal 
field. 

The departments of Colombia have sizeable budgets of their own, and 
are capable of influencing significantly the course of economic develop- 
ment. But the study of Caldas reveals many infficiencies and complica- 
tions in the department’s fiscal affairs. Revenue collection through a 
cumbersome system of decentralized tax collection and enforcement ab- 
sorbs an excessive share of the department’s income and at the sam: 
time creates numerous obstacles to internal trade. Fiscal affairs have 
been obscured and resources diverted by the integration of the entire 
fiscal administration with the department’s liquor monopoly. The budget 
of the department is rendered unrealistic by a rigid process of revenue 
estimating, a failure to meet the complicated provisions for revenue 
and expenditure-sharing between the department and the municipios, a 
lack of recognition of the heavy social security burdens, and a confusion 
of income, expenditure, and debt operations. It tends to be a ritual 
satisfying formal requirements of “balance”, and lacks the essential] 
qualities of a clear and complete fiscal plan for the year ahead. 

The departmental government apparently could increase greatly its 
effectiveness in economic development by reorganizing and simplifying its 
fiscal system, and a number of specific recommendations were made to 
that end. These recommendations, including the model budget for 1953 
that we prepared, are not discussed in this article and can be found 
in the published report of the mission. 


ECONOMIC POSITION AND DEVELOPMENT OF CALDAS 
1. The Population of the Department 


Among the 15 departments of Colombia! Caldas is one of 
the most populous and one of the smallest in area.* Accord- 
ing to the population census of May 9, 1951, about 1,145,000 
people reside in Caldas. In 1949, the last year for which 
comparisons between the department and other parts of Co- 
lombia are at present possible, the estimated Caldas popula- 
tion of 1,068,000 ranked third among the departments, being 
surpassed by Antioquia and Cundinamarca only (see Table I). 
It comprised 9.7 per cent of the population of Colombia. The 
area of the department (5,162 square miles) is only 1.7 per 


‘A 16th, the Department of Cordoba, was created out of portions of 
others in June 1952 while this study was in progress. 
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cent of the total area of Colombia, and ranks 14th among the 
15 departments. The density of the population is therefore 
much higher in Caldas than in most other parts of the coun- 
try; it is eight times as great as for Colombia as a whole. 


TABLE I 
COMPARATIVE POPULATION DATA, CALDAS AND COLOMBIA, 1949 


Caldas us 
percentage 
of Rank of Caldas 
Caldas Colombia Colombia among departments 
Estimated population, in ord, after Antioquia 
thousands } 1,068 10 and Cundinamarca 
Population density, inhabi- 2nd, after Atlantico 
tants per square mile 25 820 4th, after Huila, Valle, 
Birth rate, per thousand 38.i 35.3 109 Antioquia 
Death rate, per thousand 5. i 111 7th, after Santander, 
Natural growth rate, per Antioquia, Cauca, 
thousand 23.0 21.3 108 Huila, Norte de San- 
Infant mortality, per thou- tander, and Valle 
sand births - . 169 134 126 2nd, after Antioquia 
1 Based on 1938 census and subsequent births and deaths. See foot- 
note on statistical data above. 


Source: Anuario General de Estadistica, 1949. 


The relatively large population of this small department 
offers both opportunities and problems for its economic devel- 
opment. Naturally, a dense population provides for a con- 


* Note on statistical data: Statistical information about Caldas was 
obtained from national, departmental, and local sources. For purposes 
of comparison with other departments and the country as a whole, it 
was necessary to rely to a considerable extent on the Anuario General 
de Estadistica of Colombia, the latest volume of which, for the year 
1949, was published early in 1952. Such comparisons therefore have not 
been possible for 1950 or 1951, except in a few instances where national 
data could be obtained from more up-to-date sources. Information from 
departmental and local sources has been available for more recent years. 
It has been found that, in many cases, information published about 
Caldas in the Anuario General de Estadistica of Colombia does not 
agree with data obtained from the departmental Contraloria or other 
Caldas sources. This is true for vital and fiscal statistics in particular. 
The reasons for the discrepancies are not known. Unfortunately even 
the data from the 1951 population census are doubtful because of numer- 
ous irregularities in their collection and preparation. 
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centration of the labor force and of productive possibilities. 
It facilitates the development of means of transportation, 
power facilities, and markets. But the welfare of a dense 
population depends of course on the effective and steady utili- 
zation of these possibilities. Density of population can be a 
source of wealth or a burden, depending on whether society 
succeeds or fails in putting the human resources to good use. 

The density of the Caldas population has been increasing, 
absolutely and relatively to the rest of the country, in recent 
vears. In 1938, it amounted to 150 inhabitants per square 
mile (20 in all of Colombia) ; in 1951 it was 210 (for Colom- 
bia, about 26). Caldas today is more densely populated than 
France. 

The growth of the population of Caldas outstripped that 
of Colombia from 1938 to 1949. During those 11 years Caldas 
grew by 34 per cent, Colombia by 27. Between the census 
vears 1938 and 1951, the population of Caldas increased by 
an average annual 3.75 per cent of the 1938 population. This 
resulted largely from the excess of births over deaths and to 
a smaller extent from net immigration into the department. 
Natural population growth accounted for 84 per cent of the 
total increase between 1938 and 1951, and net immigration, 
which seems to have added 60,500 people to the population of 
Caldas during the interval, for 16 per cent. 

In recent years, the excess of births over deaths amounted 
to more than 2 per cent of the Caldas population in existence 
at the beginning of each year. In 1949, the rate was 2.3 per 
cent. In each year the rate of natural growth of Caldas ex- 
ceeded that of Colombia as a whole, but the difference has 
shown a tendency to decline. Gradually the rest of Colombia 
seems to be catching up with Caldas as regards the rate of 
natural growth; in 1949 the country as a whole had a growth 
rate of 2.1 per cent per annum.* 

The rapid rise in the population of Caldas shows the cus- 
tomary pattern of an area that is opening up to modern 


% Both the birth rate and the death rate of Caldas have been in excess 
of the national average, but the excess of the first over its national 
counterpart has been greater than that of the second. 
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civilization. The death rate tends to fall rapidly; in Caldas 
it fell from 19.3 per thousand population in 1938 to 15.5 in 
both 1947 and 1949. The birth rate typically does not show 
a similar decline; in Caldas, in fact, it has not declined at all 
during the last decade. It has remained at a level of about 
40 per thousand population, and with population increasing, 
this has meant a steadily rising absolute number of newborn 
children each year. In 1947 there were about 39,500 of them; 
in 1951, 43,000. 

While since 1948 the death rate in the department has shown 
a slight tendency to rise again, it is likely to resume its decline 
in the future thanks to improvements in sanitation and other 
factors. In particular, the high infant mortality rate of 
Caldas, which has been well above that of Colombia as a whole 
(in 1949 by 26 per cent), may be reduced. If the birth rate 
does not soon begin to recede from its present high level, the 
rate of natural population growth must be expected to rise 
still further. 

It should be realized that the mere continuation of the pres- 
ent birth and death rates would, in the absence of migration, 
raise the population of Caldas to about 3°, million by the 
year 2000; and an early decline of the death rate to 10 per 
thousand, together with a stationary birth rate of 40 per thou- 
sand, would bring that figure close to 5 million. 

The 44 municipios of Caldast share unevenly in the depart- 
ment’s population. According to the provisional returns of 
the 1951 census, 28 per cent of the population lived in the 
municipios of Manizales, Pereira, and Armenia, which contain 
the three largest cities of the department with populations 
of 129,000, 108,000 and 79,000, respectively. The other 41 


+A 45th municipios, Viterbo, was created recently out of parts of 
three others. The municipio, the smallest political unit that enjoys some 
minimum of self-government, consists of a head town and a more or less 
extended rural area around it. Some municipios include villages 01 
towns of smaller size which, together with their rural surroundings, 
form corregimientos. Although these have certain political rights of 
their own according to the letter of the law, they are in fact ruled and 
sometimes exploited by the government of the Municipio, which reflects 
mainly the interests of the head town. 
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municipios, ranging in size from 69,000 to about 4,500, divided 
among themselves the other 72 per cent of the population. 

All municipios shared in the growth of population between 
census years; but they grew at different rates. The three 
large-city municipios, and a few of the others, increased some- 
what more than the departmental average, Manizales by an 
annual average of 3.8 per cent of the 1938 population, Armenia 
by 4.2 per cent, and Pereira by 6 per cent. The share of the 
three in the department’s population increased from 26 to 
28 per cent. 

Counting natural population growth alone, the three large- 
city municipios were ahead of the departmental growth av- 
erage of 3.1 per cent per annum of the 1938 population, and 
so were some of the smaller ones. The corresponding natural 
growth rates were 3.3 for Manizales, 3.2 for Armenia and 3.6 
for Pereira.” But this does not account for all of the growth 
of these municipios between the census years. The census 
data indicate a gain of about 6,500 people each for Manizales 
and Armenia, and of 17,700 for Pereira, over and above nat- 
ural growth. These gains may be attributed to net immigra- 
tion into the three municipios. Fifteen other municipios also 
seem to have had a net gain from immigration, but 24 muni- 
cipios had a loss on account of this factor. Thus there is 
evidence of net immigration into the large-city municipios 
during the thirteen-year interval, while net emigration 
appears in a majority, but not all, of the others. 

The degree of urbanization of the Caldas population is not 
measured satisfactorily by the share of the large-city muni- 
cipios in the total population. These municipios, in particular 
the large area covered by that of Pereira, include rural popu- 
lations, while all of the other municipios have some urban 
agglomerations. The most recent data available on the size 
of the urban and rural populations of each municipio stem 
from the census of 1938. They indicate that 32 per cent of 


° Over the last four years, 1947 to 1951, the natural growth rate of 
Manizales was below the departmental average, that of Armenia and 
Pereira above. It seems that during that time the growth of Manizales 
threugh natural factors slowed down relatively to that of the department. 
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the people of Caldas lived in urban areas of 1500 inhabitants 
or more at that time, and 68 per cent in rural areas. 

2. The Economic Life of Caldas 


The economy of the Department of Caldas is predominantly 
agricultural, and within its agriculture coffee plays the main 
role. In recent years, Caldas has supplied about 40 per cent 
of the reported “‘movement” of coffee in Colombia and has 
ranked first steadily among the departments in this regard. 
Owing to favorable factors on the world coffee market and 
the suitability of the department’s land to the production of 
this crop, the coffee economy of Caldas has been strong; and 
it has supplied a large share of the livelihood of the people 
of the department—recently about 46 per cent of the regional 
income. Coffee is the chief determinant of prosperity in the 
economy of the department. Caldas coffee also supplies about 
30 per cent of the total value of Colombia’s exports. 


But agriculture in Caldas is not limited to coffee. The area, 
in addition, produces plantains and cane sugar, used chiefly 
to make panela (a cake of semi-refined sugar), besides other 
smaller crops (see Table II). There is also a considerable 
production of animal products, deriving in part from the 
slaughter of large numbers of cattle brought into the depart- 
ment for fattening. 

A. Estimated Regional Income of Caldas. For purposes of 
making income estimates, the available data on coffee pro- 
duction are relatively satisfactory, although it must be borne 
in mind that the “movement” of coffee to the coffee centers, 
reported by the National Coffee Growers Federation of Caldas, 
does not include some Caldas-grown coffee that is delivered at 
urban centers outside the department, such as Cartago, while 
it does include some coffee grown outside the department in 
Tolima that is delivered at Armenia. During the calendar 
year 1951, a very good year for coffee, 2,745,382 sacks of coffee 
(of 60 kg. each) were “moved” in Caldas. The gross mone- 
tary value of this volume, on the basis of an average New 
York price of U. S. $80 per sack, would be about 412 million 
pesos, but an allowance for waste, freight and for material 
production costs would reduce this figure to 350 million.’ This 
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TABLE II 


RELATIVE IMPORTANCE OF CALDAS IN COLOMB‘A’S 
AGRICULTURAL PRODUCTION, BY VALUE OF PRODUCTS, 1949 


Product Per cent 
NMI lic aS ee oie Hn e . 37 
Pum ce ioe ; 34 


Total value of 21 crops 


Panela . 
Potatoes ___._. 
Bananas 
ON ae 
Fiber (fique) .... 
Garlic and onions 
Beans . 
Sesame 
Yucea - 
Sugar 
Barley Beth fe soe, 
RIN in 3 ht 
mice... 
Wheat —_ eee eerste Beye 
a Less than 0.5 per cent. 
Source: Ministerio de Agricultura y Ganaderia, Economia Agrope- 


2 


cuaria de Colombia, 1949, Bogota, 1950. 
amount seems to be a conservative estimate of Caldas earnings 
from coffee in 1951. 

Information on the gross value of agricultural production 
other than coffee unfortunately is far from satisfactory. 
A very tentative estimate for 1949 put this value at 75 million 
pesos for other Caldas crops and 100 million for animal 
products.‘ 

Of the 75 million pesos for “other” crops, 90 per cent, or 
67.5 million, may be considered as agricultural income actu- 
ally produced in Caldas, but of the value of animal products 
a sizable portion must be discounted to allow for the value of 
cattle brought into the department for fattening. Placing 
this discount at two-thirds of the value of slaughtered beef 
cattle, or 30 million pesos, we obtain 70 million as an estimate 


& The official general exchange rate is U. S. $0.40 to the peso; for 
coffee it averaged U. S. $0.476 in 1951. 
7 Economia Agropecuaria de Colombia, 1949, pp. 11 and 97. 
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of the value of animal production in Caldas in 1949, and 145 
million for all of its noncoffee agriculture. If one assumes 
that the volume of that production was the same in 1951 as 
in 1949, and that its average price increased in the same pro- 
portion as the average price of 15 basic foodstuffs in the three 
Caldas cities, i.e., by 60 per cent, one arrives at a 1951 value 
of Caldas agricultural production, apart from coffee, of about 
215 million. Income from all agricultural activity in Caldas 
in 1951 may then be put at 565 million pesos. 

The manufacturing industry of Caldas is of small impor- 
tance compared with the department’s agriculture; and its 
importance for the country as a whole is likewise small. There 
are a number of private enterprises engaged in the manu- 
facture of foodstuffs (chocolate, flour, coffee processing, bev- 
erages, etc.), textiles and clothing, and some other fields. 
According to incomplete information from a census of 1950 
production, the gross production value of these industries was 
at least 66 million pesos* in that year, of which at least 46 
million came from the manufacture of foodstuffs and bev- 
erages, and at least 10 million from textiles and clothing. 

In order to proceed from this figure to an estimate of indus- 
trial income in Caldas several adjustments are necessary, 
which owing to the lack of data, must be arbitrary. The pro- 
duction of the enterprises not included in the census material 
should be added; the value of production materials, etc., should 
be subtracted. Neither amount is known, and we have made 
the convenient guess that the two are about equal and there- 
fore cancel out. However, we have raised the 1950 produc- 
tion value of 66 million pesos by 12 per cent® to allow for 
price increases between 1950 and 1951, and thus have ob- 
tained an estimate of total income from private industry of 
about 75 million. 


8 This figure does not include the production of one-enterprise indus- 
tries (e.g. the beer production of the Bavaria Company), or of unin- 
corporated firms and the government liquor monopoly. 

® This is the percentage rise from 1950 to 1951 of the unit value of 
Caldas imports. Since the latter are mainly industrial products, we have 
assumed, for lack of better information, that their price development 
offers a guide to the change of industrial prices in Caldas. 
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Income produced outside the fields of agriculture and in- 
dustry results from construction, private services (com- 
merce, finance, insurance, transport, and public utilities), the 
excess of investment income of Caldenses outside the depart- 
ment over that of non-Caldenses in the department, and gov- 
ernment and public services. A direct estimate of the value 
of national, departmental, and municipal government services 
in Caldas comes to about 20 million pesos for 1915; and an al- 
lowance for the income produced by the public utilities and 
the departmental liquor industry, so far as the latter is not 
included in government expenditures, should amount to about 
5 million—4 million on account of public services and 1 mil- 
lion on account of production expenditures of the liquor in- 
dustry. The other incomes constituting the remainder—from 
building, commerce, finance, insurance, transport, rents, and 
other private services—might be guessed at as being close to 
150 per cent of the income from manufacturing production, 
or 110 million pesos, in accordance with the relation that has 
been estimated to exist in the national income of Colombia 
as a whole. 

From the total of the preceding estimate, i.e. 780 million 
pesos, an allowance for the depreciation of productive assets 
should be deducted to arrive at a net income measure. We 
have put this allowance rather arbitrarily at about 2 per cent 
of the aggregate product, that is to say at about 15 million 
pesos. 

On the basis of these estimates, most of them very daring, 
we would place the regional income of Caldas at a figure in 
the neighborhood of 765 million pesos in 1951 (see Table III). 
This figure may be too high or too low by many millions; but 
it is unlikely to be off the mark by more than 100 million either 
way. Since the national income of Colombia as a whole has 
been put at about 6 billion pesos for 1951 it seems fairly cer- 
tain that Caldas had a share of more than 10 per cent. The 
share of Caldas may be put at about 12.5 per cent of Colom- 
bia’s income; and the sum of 765 million pesos may be con- 
sidered to be the approximate measure of the net income 
produced in Caldas in 1951; or of what the people of Caldas— 
and others holding title to assets in the Caldas economy—could 
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spend in 1951 on the consumption of goods and services pro- 
duced inside and outside of the department or imported from 
abroad, and on their government, and what they could invest 
in enterprises or assets in Caldas or elsewhere. 


TABLE III 
ESTIMATED INCOME OF CALDAS, 1951, BY ORIGIN 
Agriculture: 
CT eee Eee as 350 
Other crops eee erat 105 
Animal products itis = 20 


Total agriculture 
Nonagriculture: 
Manufacturing industry “ 
Public utilities and departmental liquor industry 
Government pues Peet acton snes 
Commerce, transport, private services, rents 


Total nonagriculture 


Total agriculture and nonagriculture 
Minus depreciation 


Estimated total income of Caldas 765 


B. Imports Into the Department. Caldas is not a self-suffi- 
cient region. It produces largely things that are consumed 
outside the department, in fact outside Colombia, and it re- 
ceives a major proportion of what it consumes from sources 
outside the department. Durable producers’ and consumers’ 
goods and many nondurable items are imported or are bought 
from other parts of Colombia. Imports from foreign coun- 
tries consigned to Caldas, ranging from automobiles, machin- 
ery, and household equipment, to clothing, canned foods, and 
drugs, are reported to have amounted to 23 million pesos in 
1949, and to have constituted 4.5 per cent of Colombia’s total 
imports in that year. Obviously, Caldas’ share in Colombia’s 
exports is far greater than its share in the country’s imports, 
30 per cent as against 4.5. But while this contrast illumi- 
nates the value of the department to the external balance of 
Colombia, it is no indication of failure by Caldas to receive 
full value for its output. For the return to Caldas in ex- 
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change for its export production takes the form largely of 
“imports” from other parts of Colombia. 

C. Fuel and Energy. Except for some local wood and char- 
coal, all fuel is brought in from the outside. This is true for 
oil especially, of which Caldas has no natural sources, and 
also for coal, of which the department has some unexploited 
resources. In 1951, Caldas consumed probably more than 9 
million gallons of gasoline that were brought in from San- 
tander and elsewhere, or close to 10 per cent of Colombia’s 
total consumption. 

In the field of electric energy, where Caldas possesses a 
valuable hydropower potential, all consumption rests on pro- 
duction inside the department. Available electric power in 
Caldas has increased significantly with the opening of the 
new plant of the Central Hidroelectrica de Caldas (CHEC) 
at La Insula in 1951, i. e. from 18,000 to 38,000 kw., and it 
will increase further in future years as new facilities are de- 
veloped. At the present time, however, the distribution net- 
work for power is a bottleneck and prevents the full utiliza- 
tion of the new capacity. In the future, cheap hydropower 
may become a most valuable productive asset for Caldas, and 
at some time Caldas power may come to serve parts of the 
neighboring departments as well. 

The CHEC, which has been financed by the departmental 
and the national governments with the assistance of an In- 
ternational Bank loan, provides an important center of future 
economic development. Its director and staff are well quali- 
fied to look at the economic needs of the area as a whole, and 
are continually spurred to do so by the nature of their busi- 
ness; they form an incipient regional planning body. 

D. Connection With the National Market. No statistical 
information is at hand showing the flow of raw materials, 
and semifinished and finished industrial goods, as well as agri- 
cultural products, from other parts of Colombia into Caldas; 
but it is obvious that this flow must be considerable. Ma- 
chinery, and textile and leather goods from Antioquia, cement 
and sugar from the Valle de Cauca, chemicals from Cundina- 
marca, rice from Tolima, and many other things may be men- 
tioned. There can be no reasonable objection to this depen- 
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dence of Caldas on the national market, and the department 
should not attempt to force into existence a self-contained 
local economy. Still, the department is far from having ex- 
ploited its potentialities for attaining a more balanced local 
economy. Local production of many things now brought in 
from the outside might prove profitable, especially on the 
basis of cheap electric power. 

E. Transportation Problems. While good transportation is 
important for economic deevlopment anywhere, it is particu- 
larly significant for an area that depends so strongly on 
trade with other regions. Substantial investments have been 
made by the department, the nation, and private companies 
in the transportation system of Caldas, and the primary needs 
of that system today seem to lie in the direction of improve- 
ment and better utilization rather than of new basic construc- 
tion. 

The Caldas railroad, now a part of the national railroad 
system and attached to the Pacifico section, plays the main 
role in the shipment of coffee out of the department. It trans- 
ports coffee over the 285 miles from Manizales to Buenaven- 
tura at a tariff of 36.48 pesos per ton, which, added to the 
sea freight from Buenaventura to New York (46.75 pesos), 
brings the total freight of a ton of coffee put down in New 
York to 83.23 pesos. Transport via cableway and railroad 
to La Dorada, by river boat from there to Barranquilla and 
thence by freighter to New York is hardly more expensive 
(20 pesos + 17.86 + 41.25 = 79.11 pesos, plus an additional 
insurance premium of 4.28; total: 83.39 pesos), but it suffers 
from the insecurity of Magdalena River traffic. This route 
is therefore used to a much smaller extent, and the carrying 
capacity of the cableway is not fully utilized. When the Mag- 
dalena railroad from La Dorada to Gamarra is constructed, 
however, transportation to the Atlantic may become equally 
reliable, and this route may then compete effectively with the 
traffic to Buenaventura, and put existing capital facilities to 
fuller use. Construction of this railroad is about to begin. 

The highways of Caldas present considerable problems of 
improvement and maintenance. There are 442 miles of de- 
partmental and 437 miles of national highways now in service, 
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and another 93 miles are under construction. The truck, the 
bus, and the automobile can be expected to carry a growing 
share of land transportation. 

There are now about 3,300 automobiles, 500 buses, and 
2,100 trucks registered in Caldas, which represent a sub- 
stantial increase in motor equipment over 1949. Unless the 
situation has been corrected during the last three years, how- 
ever, Caldas still has a relatively small share in the national 
registration of motor vehicles.'’ Improved roads would prob- 
ably contribute to a further increase of highway transpor- 
tation, but it is obvious that other factors, such as import 
regulations and the general rate of productive investment in 
the department, are of major importance. i 

Considerable investments have been made in airport facili- 
ties for the major cities of Caldas, and there is little economic 
justification for building additional airports in the department 
in the near future. Undoubtedly airports are a matter of civic 
pride, but there are other more urgent and more generally 
beneficial improvements in which good citizens should put 
their pride. The existing airports are quite insufficiently 
used. Improved road transportation to them will probably 
meet the needs of communities without airports of their own 
and at the same time put the existing airports to better use. 

The steep and irregular mountain formations of the Central 
Andes that make up most of Caldas render any kind of ground 
transportation difficult and expensive to build and operate. 
The extensive road improvement work that is now under 
way, under national direction and financing with some assist- 
ance from the International Bank, will improve through 
traffic through the department but will still leave traffic be- 
tween the three main cities at the mercy of tortuous mountain 
roads. While further improvement is undoubtedly desirable 
and possible, it is certain that even very large expenditures 
will not overcome all the handicaps of nature. Moreover, 
there is some danger that very large resources will be invested 
in ambitious ground transportation projects with relatively 


10JIn 1949 it had about 2,500 automobiles, 400 buses, and 1,200 trucks, 
forming 8, 6 and 6 per cent of national totals, respectively. 
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small returns to the economy, such as projects to build an oil 
pipeline over, and a railroad through, the Central Andes from 
Manizales to the Magdalena valley. Both are being pushed 
by influential citizens, and appeal to some because of their 
tectonic grandeur. 

It would seem that cableways and helicopters could play a 
useful role in the mountainous terrain. The helicopter has 
‘not yet been tried—some say that it does not perform well in 
high altitudes—and the cables have been set back by a catas- 
trophic accident a few years ago that led to the abandonment 
of all but one of the existing lines. Improvements in con- 
struction and equipment may well make these two means of 
transport safe and effective—at least as auxiliaries to surface 
and plane transport—and their provision would be relatively 
cheap. The impending construction of the railroad in the 
Magdalena valley will increase the value of the trans-Andean 
cableway which now operates irregularly and apparently un- 
profitably under the direction of a British company. 

3. The Comparative Economic Welfare of Caldas 

A one-time, over-all measure of the economic welfare of 
Caldas—the regional income produced in the department—has 
been presented above. The present section deals with some 
particular aspects of economic welfare, in terms of compari- 
sons over time, or of Caldas with Colombia. Several measures 
of consumption, price development, and financial and fiscal 
activity serve to describe the comparative welfare of Caldas 
in greater detail. 

A. Measures of Consumption. Statistical information on 
consumption is very limited, but the few series that are avail- 
able indicate substantial increases of aggregate consumption 
between 1947 and 1951, and as a rule more moderate increases 
in per capita consumption (see Table IV). The rise in in- 
stalled telephones and motor vehicles shows the growing 
equipment of at least some population groups with modern 
durable goods. Gasoline consumption, which is measured by 
the offtake from the three distributing plants, increased about 
in step with vehicle registration when one allows for the later 
date of the latter in the latest year. The Caldas plants showed 
a rising share in the collections of the national gasoline tax. 
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In 1947, 6 per cent of that tax was collected from the distrib- 
utors in Caldas; in 1951, 7.5 per cent. 

Considerable increases were registered in the consumption 
of alcoholic beverages, in particular of beer, the consumption 
of which in Caldas rose much faster in 1950 and 1951 than 
in other parts of Colombia, but also of monopoly liquor. The 
per capita consumption of monopoly liquor in Caldas increased 
by 50 per cent. Meat consumption, on the other hand, in- 
creacreased more slowly, and on a per capita basis there 
hardly was any increase. 

TABLE IV 
MEASURES OF CONSUMPTION IN CALDAS 
Category Indexes of consumption 
1947 1949 1951 
Number of telephones installed 100 148 n.a. 
Motor vehicles registered 100 114 163# 
Gasoline consumption in Manizales, Armenia, 

and La Dorada! 100 117 142 
Zeer sales, 3 Caldas cities . 100 129 180 

Beer, 9 Colombian cities (100) (141) (159) 
Caldas liquor sales 100 96 148 
Beef cattle slaughtered in Manizales and 

Pereira ; 100 111 124 

Per capita consumption 

1947 1949 1951 

Telephones per 1,000 population 6 9 n.a. 

Motor vehicles per 1,000 population 3 4.0 5.14 
Gasoline sales, gallons per cap. in Caldas! qa 8.2 9.0 
Beer sales, bottles (860 gr.) per cap. 21 Se 


26 


9 
Caldas liquor sales, liters per cap. 0 1.0 1.5 
Beef cattle slaughtered in Manizales and 
Pereira, live weight, kg. per cap. 
Milk, liters, consumed per cap. in Manizales, 
and Armenia n.a. 
n.a. Not available. a 1952. 


1 Offtake from three plants of Esso Colombiana; includes sales from 
La Dorada to Tolima, excludes sales from Cartago in Caldas. 


B. Price Developments. During the period from 1947 to 
1951 Caldas shared in the general rise of prices in Colombia 
and in a few instances was even ahead of it. The most spec- 
tacular price increase was that of Caldas’ main product, coffee, 
which rose by more than 150 per cent (see Table V). Since 
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prices of imported articles, and Colombian industrial goods 
and foodstuffs, increased considerably less, the terms of trade 
of Caldas with other parts of Colombia, and with the world 
at large, have most likely improved in those years. That is 
to say, in exchange for one unit of its produce, Caldas got 
more goods from the outside in 1951 than in 1947. This was 
a significant, although perhaps an ephemeral, contribution to 
the economic welfare of the department. 


TABLE V 
PRICE INDEXES FOR CALDAS 
1947 
Coffee, Manizales 100 
Imports, average unit value __. . . 100 
Manizales cotton textiles, unit value 100 
Beef, value per kg. of beef cattle slaughtered: 

In Manizales 100 

In Pereira 7 : 100 
15 basic foodstuffs, unweighted: 

Manizales - ; 2 3 100 

PAWN 2s 3 : sot 100 

Pereira _ earn : 100 
Liquor, average price of Caldas monopoly 

Ger . ee eee 100 2° 122 
Daily wages, public works, unweighted average 

of 6 categories __._. e 100 135 154 

Unskilled laborers only 100 153 170 

Machinists only - 100 140 200 
Engineers’ salary, public works 100 160 160 
Average primary public school teachers’ salary 100 125 177 

a Estimated with help of United States wholesale price index for ma- 
chinery and equipment. 

Considerable increases did occur in the prices of various 
foodstuffs, particularly in the city of Manizales. From 1947 
to 1951, the general level of food prices, as far as it can be 
measured by the crude average of 15 food prices that is com- 
puted in cities throughout the country, roughly doubled in 
Caldas. The rise in Manizales was greater than in any other 
Colombian city for which we have data, while that in Armenia 
and Pereira was about average.'! In contrast to the prices of 


11 The difference between Manizales and Pereira is pronounced in the 
case of beef prices, which rose by 88 per cent in the first city, and by 35 
per cent in the second, between 1947 and 1951. 
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foodstuffs, the average price of Caldas liquor increased very 
little, and owing to increased rebates for quantity sales actu- 
ally declined from 1949 to 1951. In terms of the general price 
level, the price of Caldas liquor declined over the whole 
period. Undoubtedly, the conservative price policy of the 
liquor monopoly assisted in the rise of liquor consumption 
in the department noted above and was probably more effec- 
tive than any advertising. 

The scanty information that is available on wages and sal- 
aries paid in Caldas indicates that wages followed the rise of 
prices, but with a lag. No known labor category had a wage 
increase corresponding to the rise in the price of coffee. The 
wages of some specialists, e.g., machinists in public works, 
doubled between 1947 and 1951; but those of unskilled laborers 
rose by 70 per cent, and the average of six different categories 
of labor in public works rose by 54 per cent only. 

The critical wage in the Caldas economy is of course that 
of the coffee picker. Other wages have to move more or less 
parallel to the coffee wage in order to limit the seasonal 
exodus of the labor force to coffee-picking. The exodus is of 
some magnitude in any case since the low degree of skill 
needed in coffee-picking makes it possible for workers in many 
fields to improve their income by shifting to coffee during 
the season. Unfortunately, no statistical data are available 
showing the development of coffee wages over this period; 
but indications are that they increased at best like the ma- 
chinists’ wages, and probably by less. 

In terms of food, the real wage of the average Caldas worker 
did not improve from 1947 to 1951 and probably declined; 
and the real salary of the average primary school teacher or 
of the public works engineer, again measured in food alone, 
declined likewise. The development of real wages in terms 
of a complete cost-of-living index, which would reflect the 
cost of clothing, shelter, and other household expenses as 
well, remains unknown because we have no such index for any 
part of Caldas.!* 

C. Financial Activity. The relatively rapid increase of prices 
in Caldas, especially in Manizales, as compared with other 
parts of Colombia, results in large part, directly or indirectly, 
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from the strong rise in the price of coffee. Evidence of this 
can be found in the considerable rise of the value of real estate 
purchases during the years from 1947 to 1949 (see Table VI). 
The three Caldas cities, to which these data refer, in 1947 
recorded 12.6 per cent of all the investments of that kind in 
nine Colombian cities; in 1949 their percentage had risen to 
15.6, and in 1951 to 17.5. Correspondingly, a considerable 
increase in real property values appears in the cadaster or 
official-survey valuations for Caldas, which increased by 27 
per cent from 1950 to 1951 alone.'* The major part of this 
rise in property values occurred in rural lands. The cadaster 
value of the latter rose by as much as 40 per cent between 
the two years, while the value of urban lands rose by 9 per 
cent only. The rise in coffee prices and profits exerted a pro- 
nounced inflationary influence on the agricultural economy of 
the department. This rise, together with the gradual increase 
in the coffee exchange rate, has increased purchasing power 
in the department considerably, particularly of the property- 
owning elements; however, the availability of consumers’ 
goods has not kept pace with this increase. 

The boom is reflected in various indexes of financial ac- 
tivity. Sight deposits, bank loans, and above all the volume 
of check payments, rose at rapid rates, i.e., by 75 to 160 per 
cent, which tended to exceed the increases in the volume of 
consumption. On the other hand, savings deposits, which are 
less sensitive to financial transactions and more indicative of 


12 A cost-of-living index for Medellin published in the Revista del Banco 
de la Republica increased by 48 per cent from 1947 to 1951. If that 
index applied to Caldas, the development of real wages would have to 
be judged more favorably than in the discussion above. It must be 
noted, however, that the cost of 15 foodstuffs—the items for which a 
comparison between Medellin and Caldas cities is possible—increased 
less in Medellin than in any of the three Caldas cities between 1947 and 
1951, i.e. by 63 per cent as against 85 per cent for Armenia, 95 per cent 
for Pereira, and 110 per cent for Manizales. It stands to reason, there- 
fore, that a Caldas cost-of-living index would have risen more than 
that for Medellin. 

13 We have been informed that the ratio of assessed to real property 
values generally changed little from 1950 to 1951, while it increased 
considerably from 1949 to 1950, thus rendering comparisons with pre- 
vious years hazardous. 
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TABLE VI 
MEASURES OF FINANCIAL AND FISCAL ACTIVITY 


1947 
Growth of financial activity in Caldas: 
Sight deposits, commercial banks bs 100 
Savings deposits - . 100 
Loans and discounts, commercial banks___. 100 
Value of real estate purchases, 3 Caldas 
cities goats me oae 100 
Growth of fiscal activity in Caldas:) 24 
Departmental revenue, ordinary SOR e 
Municipal revenues 2 ___ pt : 100 
National income tax and supplements, 
NONI ores n.a. 
Departmental revenue, ordinary, Pesos, 
per cap. tae ‘ $13.70a 18. $19.14 
Municipal revenue, Pesos, per cap. cae BLEDEL ‘ $19.29 
Financial activity in Caldas as per cent of 
Colombia: 
Sight deposits - 
Savings deposits 
Loans and discounts ; : 
Value of real estate purchases, 3 Caldas 
cities, 9 Colombian cities _.._ 
Check payments - : 
Fiscal activity in Caldas as per cent oe 
Colombia :3 
Departmental revenue 
Departmental expenditures 
Municipal revenue 
Municipal expenditure 
National income tax and supplement 
National income tax, number of tax payers 
n.a. Not available. 
a 1947/48. 
1 Based on our own revisions of departmental and municipal accounts. 
* Based on combined approximative accounts of Treasuries and dele- 
gated enterprises; revenues from all sources, including debt operations, 
but excluding some income of delegated enterprises. 
% Based on data in Anuario General de Estadistica, 1948, 1949, not 
consistent with those used in our revisions. 
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the economic condition of the common people, showed a smaller 
rate of growth, i.e., by 44 per cent, from 1947 to 1951, which 
is in line with the rise of several consumption indexes (Table 
IV). Still, it appears that in comparison with the country 
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as a whole, Caldas increased its share of savings deposits while 
its share of demand deposits remained constant and that of 
bank loans even declined. 

The population of the department seems to have a consid- 
erable capacity to save, which probably is underutilized today 
owing to a lack of banking facilities in the smaller towns. 
At the same time, the lag of the volume of bank lending in 
Caldas behind other parts of Colombia suggests that new in- 
vestment in Caldas has been relatively sluggish. This tend- 
ency undoubtedly would reveal itself more strongly if it were 
possible to segregate investment in coffee plantations and real 
estate development. General information indicates little new 
private investment in Caldas outside these fields at the present 
time. 

These observations may offer a clue to the question of where 
the money of Caldas goes. The reader will have noticed that 
practically no measure of economic activity, with the excep- 
tion of real estate purchases, showed a ratio of Caldas to 
Colombia significantly in excess of 10 per cent. Yet our cal- 
culations of the regional income produced in Caldas led to the 
conclusion that in 1951 it was in excess of 10 per cent of the 
total for Colombia. 

A significant part of income produced in Caldas is earned 
by individuals or companies who either reside outside the 
department, or while residing in Caldas invest their income 
outside the department. In one way or the other, income is 
channeled out of the department and is made unavailable for 
consumption and investment there. It is not possible to estab- 
lish directly which one of these two is the more important 
factor, but taken together they probably answer the question. 
They may also account for the fact that the volume of check 
payments in the department rose so much faster, absolutely 
and in relation to Colombia as a whole, than any other finan- 
cial index. Caldas seems to serve as a way station for money. 


D. Government Revenues. A consideration of government 
revenues in Caldas tends to reenforce this analysis. Depart- 
mental and municipal revenue collections have increased from 
1947 to 1951, and so have national income tax collections in 
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the department up to 1949, the last year available. Their 
rates of increase have been more or less in line with those of 
consumption indexes and savings deposits, but rather slower 
than those of other financial indicators. In relation to Co- 
lombia as a whole, fiscal activity in Caldas has stagnated or 
declined. The latest available percentages of revenue collec- 
tion in Caldas as compared with Colombia have been about 
10 per cent for departmental revenue, 714 per cent for mu- 
nicipal revenue, and 5 per cent of national income tax col- 
lections. 

The particularly low share of Caldas in national income 
tax collections is explained in large part by the concentration 
of the residences of corporations in Bogota. Since income 
tax collections from individuals and from corporations cannot 
be separated, the precise effect of this geographical con- 
centration of income tax receipts from corporations cannot 
be determined. Caldas’ shares in the total departmental and 
municipal revenues of Colombia are greater, but like other 
indexes of this kind these shares are 10 per cent or less, and 
thus do not reflect the relatively favorable position of Caldas 
on account of income produced. 

The base for departmental and municipal revenues is a 
narrow one. It is restricted, by and large, to taxes on con- 
sumption, and revenues therefore do not reflect directly any 
growth of income that is not spent on consumption. 

Savings, particularly from coffee profits, are certainly large, 
and ought to provide capital for the economic development 
of the region. The small extent to which they now do so is 
a major problem. 


E. Education and the “Investment Climate.’ A serious basic 
deficiency in the region’s capacity to attract new capital re- 
sults from its lack of educational facilities. The school system 
as a whole and curricula are not well suited to the creation 
of an industrially active population. The grade schools lose 
a high proportion of their pupils after the first year. Build- 
ings and equipment are pitifully inadequate and cannot pro- 
vide sufficient elementary schooling for all children. High 
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school teaching in the colegios leans heavily toward religious 
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and other ideological subject matter and neglects the prep- 
aration of pupils for competence in secular affairs. Indus- 
trial crafts schools are practically nonexistent, and handi- 
craft is nearly extinct. The Catholic church is very influential 
in school matters, and offers little stimulus for their improve- 
ment in this direction. 

To anybody who is familiar with the role that religion has 
played in developing a sense of industry, inventiveness, and 
community self-help in Central and Northern Europe and in 
the United States, it is apparent that the religious fervor of 
the Caldas population does not act as a resource of economic 
and, in particular, industrial development, and in fact tends 
to work against it. One hears the story of a priest in a small 
Colombian town in another department who started an effec- 
tive movement of civic improvement. It has attracted some 
interest among the clergy and the public; but the church 
hierarchy does not seem to have recognized the vital signifi- 
cance of such enterprises for the future of the Colombian 
people. The experiment suggests, however, some room for 
initiative by the local clergy. In my opinion, this matter is 
quite fundamental, and the role played by the church in cre- 
ating economic attitudes and—through education—economic 
abilities has greater importance for the future of the country’s 
prosperity than the price of coffee. 

The “climate for investment” in Caldas is rather favorable 
in other respects. The business class shows a well-developed 
sense of commerce and finance. Frugality and capital accu- 
mulation are valued and practiced by a sizable proportion of 
the well-to-do. North American ways of organizing and 
mechanizing business are studied and readily accepted. In all 
these respects the people of this region are outstanding in 
Colombia, and many Caldenses can be found in leading busi- 
ness positions all over the country. But the hopes of some 
business and industrial leaders to create a “Colombian Switz- 
erland” are frustrated by the irresponsiveness of the mass of 
the common people, and the community leaders have not yet 
found a way of attacking the source of this trouble. They 
tend to be diverted from this problem by a feeling—rooted in 
Spanish tradition—that the “common man” is congenitally 
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and hopelessly indolent. If this view is right, the economic 
and social future of Caldas is not very promising. 
4. Underutilization of Human and Natural Resources 


al No visitor to Caldas can fail to be impressed with the extent 
* to which land has been brought into economic use. The steep 
hills of the countryside abound with coffee, plantain, and yucca 
as plantings and pastures. No hillside seems to have been too 
a steep for some agricultural use, and owing to conditions of 
in soil and climate and the nature of the crops grown, this kind 
at of cultivation has not led to a serious problem of erosion. 
be There is no underutilization of land in the sense of its being 
ds left unused. 
all But there is a serious problem in the sense of land not 
sii being put to the most economic or the most desirable uses. 
me The scarce and precious flatlands, in particular in the Risa- 
ch ralda valley and the La Dorada area, would be highly suitable 
ifi- for intensive agricultural cultivation, the raising of grains 
‘an and vegetables, possibly in combination with dairy production. 
for At the present time, most of these valuable lands are being 
is used for cattle-raising and fattening, for reasons ranging from 
re- traditional prejudice to considerations of the impact of the 
nic social security system, which comes close to actually penaliz- 
“y's ing the employment of labor. The conversion of these lands 
: to more intensive uses could increase the agricultural income 
ible of the department and improve its food supply. The steep 
ped hills, on the other hand, probably could be used somewhat 
-cu- more effectively than at present by means of soil conservation 
1 of methods. The Centro Nacional de Investigaciones of the Na- 
and tional Coffee Growers Federation is carrying on valuable 
: all scientific and educational work in this direction, but many 
y in farmers do not have enough basic education (in the three R’s) 
ik to profit from its work. 
ome There seems to be little involuntary unemployment of labor 
vitz- in Caldas at the present time. Nevertheless the economic 
s of effectiveness and the annual income of the working population 
vet could be increased. The main sources of waste of manpower 
they resources in the department are insufficient activities com- 
din plementary to the seasonal coffee business. Other agricul- 


tural and, especially, industrial work might be dovetailed with 
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labor on the coffee plantations in such a way as to increase 
annual incomes. Decentralized and home industries would be 
particularly valuable; and it may be hcped that the increasing 
availability of electricity throughout the department will in- 
vite their development. 

The unexploited resources for hydroelectric power are con- 
siderable. While the hydroelectric potential of the numerous 
rivers of the department has not yet been studied completely, 
the known and practically accessible potential is about 600,000 
kw. Less than 40,000 kw. of this volume is now being ex- 
ploited. Given the necessary investments, the exploitation 
could be increased fifteenfold and perhaps more. The con- 
sumption of electricity in the department is now about 104.5 
million kilowatt hours per year, and should increase about 
twelvefold by 1972, on the basis of the prospective population 
growth and some industrialization. In addition, sections of 
neighboring departments may become customers of Caldas 
power. Here is a resource of great significance for the devel- 
opment of the Caldas economy, which is far from having been 
fully utilized. 

It is difficult to suggest specific industrial developments 
without more intensive study; but attention might be given 
in the first place to industries connected with coffee, such as 
the production of coffee sacks—now made in Antioquia, often 
of materials shipped from Caldas—the production of plastics 
from coffee wastes, etc. This is not to say, however, that 
industrial development in the department should not also 
strike out in directions independent of coffee, e.g., toward 
pharmaceutics. It would be most valuable to the entire eco- 
nomic and social life of the department, and of the nation as 
well, if such exploitation brought into being some centers of 
skilled industrial work. 

But the main source of unexploited wealth lies in the people 
themselves. The typical Caldense is known to be a reliable 
worker. He possesses, however, very little education or train- 
ing other than what he has picked up casually. Quite fre- 
quently, he suffers from debilitating diseases. With better 
education and better health he would probably be more pro- 
ductive and enterprising. 
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FISCAL PROBLEMS OF THE DEPARTMENT 


The powers of regional government to influence economic 
development are summed up in the regional budget. The 
revenue base, the expenditure pattern, and the cost of govern- 
mental overhead define to a large extent the capabilities of 
the regional government and its impact on the economy. The 
Department of Caldas, the municipios, and even the depend- 
encies of the latter (corregimientos) have budgets of their own. 

In considering the fiscal process in a Colombian department 
one must bear in mind the considerable overlapping and dif- 
fusion of functions among the national, departmental, and 
local authorities. Each level has its own system of revenue 
collection, and is therefore represented on the local level by 
separate tax collectors. Revenue-sharing between the muni- 
cipios and the departments, and the corregimientos and the 
municipios, is extensive, according to the letter of the law. 
but it is general practice, particularly in the municipios, to 
default on these obligations. As a result, the corregimientos 
find themselves without revenue of any kind, which turns their 
budgets into fictions, and the municipios have large claims 
pending against the department. Revenue-sharing between 
the department and the nation is of relatively minor im- 
portance. 

On the expenditure side, the national government spends 
either through agencies of its own (for instance, in the field 
of public works) or through the departments or the muni- 
cipios. There exists, therefore, an elaborate system of aid 
to the lower bodies of government, which usually takes the 
form of grants for specific purposes. There is also a flow of 
spending in the reverse direction. The municipios are ex- 
pected to pay to the department contributions to the mainte- 
nance of the police, which although called “national” is 
financed by the departmental government. Like revenue- 
sharing, much of this expenditure-sharing is capricious, and 
considerable arrears have piled up in various places. 

1. Expenditure Pattern 


The distribution of departmental government expenditures 
shows some characteristic features of the present Colombian 
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situation, and differs significantly from the spending pattern 
of a state in the United States. By far the largest share of 
departmental expenditures goes for the administration of the 
department’s finances, including revenue collection, debt serv- 
ice, and social security charges. The second largest expendi- 
ture group is education, and the third is “law and order.” 
By way of contrast, the consolidated budget of the State of 
New York shows the largest expenditure in the field of edu- 
cation, the second largest in health and hygiene, and the third 
in public services and general aid to local government (see 
Table VII). Institutional differences are responsible for part 
of the contrast. For instance, the “law and order” budget of 
Caldas includes expenditures on the municipal police, while 
that of New York State does not; and the budget of the depart- 
ment’s chief executive includes the pay of the mayors and 
corregidors. Conditions in the two areas are so different in 
many ways that it is difficult to find any common denominator 
for the two budgets. Obviously also, the economic weight of 
the two governments is vastly different. In 1951 the Depart- 
ment of Caldas spent the equivalent of U. S. $9 per capita of 
population while the State of New York spent $67. But if the 
difference in the two fiscal situations reflects the enormous 
economic and social contrast between the areas, it still is of 
interest to compare the ways in which the two regional gov- 
ernments divide their efforts between several broad categories 
of expenditures. The comparison suggests that the effective- 
ness of the Colombian department in fostering economic devel- 
opment is impaired by the high costs of its fiscal system and 
of the police. 

The relatively high expenditures for law and order in 
Caldas may of course be ascribed to the state of civil war in 
the country at large, but the inflation of the police force for 
patronage reasons is probably the more potent cause. The 
fact that Caldas has been less affected by guerrilla warfare 
than Antioquia, the Llanos, and other parts of Colombia is 
due to the political attitude of the population rather than the 
effectiveness of the police. Under the present state of siege— 
which incidentally saves the department the expenditures on 
the legislature—rifle-carrying men in police uniform abound 
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in the streets, but they do not prevent numerous robberies of 
shops and farms, and occasionally are even found among the 
culprits. 














TABLE VII 
DISTRIBUTION OF EXPENDITURES OF THE GOVERNMENT OF 
CALDAS AND THE STATE OF NEW YORK 
Per cent of total 
expenditure 






Department State of 
of Caldas New York 
(1951) (1951-52) 
Legislature 0 0.6 
Chief executive 3.3 1.0 
Law and order 14.8 hon 
Finance administration (including debt 
service) is 35.1 9.8 
Audit and control 1.3 2.3 
Education ‘ 23.9 32.0 
Health and hygiene 4.3 27.5 
Agriculture : 1.5 1.3 
Public works 9.1 3.9 
Public services and general aid to 
local government 6.7 14.2 


Total 100.0 100.0 
Per capita total US $9.00 US $67.00 













The heavy outlays on the police and the fiscal administra- 
tion reduce the share of expenditures more directly linked to 
economic development to smaller proportions than prevail 
in New York, in all categories but one. The comparatively 
small shares of the health, education, public service, and local 
aid budgets reflect a lagging approach to the great problems 
in these fields. Only the proportion of money that is spent 
for public works, indicative of extensive road improvement 
work, is high compared with the New York pattern. 

The problems of the various government departments are 
discussed in considerable detail in the published report. The 
report recommends large additional expenditures on public 
services, in particular on power, water, and sewer systems, 
as well as some additions to the educational budget, and a 
large reduction of the budget for revenue collection. In the 





80 INTER-AMERICAN ECONOMIC AFFAIRS 


case of police expenditures, however, the mission was faced 
with the necessity of providing for an even larger budget than 
before to permit motorization and a qualitative improvement 
of the force. 

2. Revenue Base 

The departmental government and the municipios rely for 
the financing of their operations on several taxes, on profits 
from monopolies, industries, and public services, and also on 
assistance from the national government. Their revenue base 
is limited by the fact that they are not allowed to impose taxes 
on sources taxed by the national government; and eve the 
rates that can be levied on the sources available to them are 
limited by national law, for example in the case of real estate 
and tobacco taxes. Since the national government collects 
taxes on income and inheritance, the departments and muni- 
cipios are excluded from these important sources of direct 
taxation, and are compelled to seek revenue largely from con- 
sumption taxes, mainly on liquor, tobacco, and the slaughter 
of animals. 

The adequacy of revenues may be considered from several 
angles. From the point of view of avoiding large overt deficits 
and a rapid accumulation of debts, the record of the Depart- 
ment of Caldas and most of its municipios—apart from the 
capital city of Manizales—has not been bad. But in general 
the balancing of the budget is obtained at the cost of inade- 
quate services, and in some cases through the disregard of 
legal responsibilities. To some extent, finally, the balanced 
budget is itself a fiction. Some heavy charges on the govern- 
ment, for instance for social security and the revenue collec- 
tion system, do not appear in the legal document that passes 
for the departmental budget. (They are, however, included 
in the revised version of the budget underlying Table VII.) 

The inadequacy of the public services is even greater on the 
municipal level, and reaches its maximum in the corregi- 
mientos. The capacity and quality of schools, hospitals, water 
works, and sewers is most unsatisfactory. Since many of the 
municipios have assigned a substantial proportion of their 
revenue to the servicing of the debts of the municipal enter- 
prises, they find themselves severely limited in their capacity 





PROBLEMS OF A COLOMBIAN DEPARTMENT 81 


to improve the public services. Manizales has reached the 
extreme in mortgaging its resources: the revenue from the 
municipal telephone system is the only unearmarked source 
of income left to the municipal government. But while dis- 
posable revenue is inadequate, the municipios levy a large 
number of unproductive and vexatious nuisance taxes. Among 
the nuisance taxes that the mission recommended be abolished 
is the municipal tax on the “introduction of foreign mer- 
chandise.” This tax is imposed on goods that are composed 
of 50 per cent or more of materials of foreign origin. It is a 
kind of secondary customs duty imposed on imports from 
abroad, and is a most unreasonable tax. 
3. Method and Cost of Collecting Revenue 

The collection of departmental revenue is burdened by a 
profound organizational confusion between the departmental 
government and its liquor monopoly, the Industria Licorera 
de Caldas. There exists no clear separation of responsibility 
between the finance administration and the Licorera, which 
is owned and operated by the department. The revenue col- 
lectors and paymasters of the Finance Secretariat are the 
salesmen and purchasing agents of the Licorera. They collect 
funds for the departmental Treasury and for the Treasury 
of the Licorera, and they spend funds out of both Treasuries 
and make transfers between them. The fact that they are 
subject to accounting and control from both sides does not 
prevent a continual confusion of their functions and an inter- 
mingling of state and liquor funds. On the contrary, minute 
accounting and control only serve to give an appearance of 
orderliness to a process that is full of confusion. The con- 
fusion is symbolized by the arrangement under which the 
appointments of asentistas and celadores (revenue officials) 
are made by the Licorera, their salaries are paid by the depart- 
ment, and the Licorera has free use of their services. 

As a result of this confusion: (1) budgeted revenue often 
differs greatly from funds collected; (2) some of the depart- 
mental funds collected under the control of the Licorera never 
reach the departmental Treasury; (3) funds paid by the 
Licorera into the departmental Treasury often are not offered 
and accounted for as revenue but as loans, leading to an in- 
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creasing indebtedness of the Licorera to the department and 
the department to the Licorera. A clear settlement (liquida- 
cion) of obligations is postponed for lack of clarity in accounts 
and obligations. 

It must also be noted that the present revenue system of 
the department has created a vested interest in the expansion 
of liquor sales. The prices set by the monopoly have lagged 
behind the genéral price level and the production costs of 
liquor. The physical volume of liquor sales in the department 
rose by 48 per cent from 1947 to 1951, and this was undoubt- 
edly the intent of the conservative price policy. 

The collection of departmental revenue is in the hands of 
a staff of about 500 fiscal officers, who operate under the 
supervision of four administrators. They report to the De- 
partmental Contraloria (the office of accounts and audit) and 
to the revenue administrator of the Industria Licorera, and 
they remit funds to the departmental Treasury as well as the 
Treasury of the Licorera. The gross sales proceeds from 
monopoly liquors and the full revenue from tobacco, wine, 
beer, and slaughter taxes are owed to the departmental Treas- 
ury, while the sales proceeds from perfumes and lotions, im- 
ported liquors, and exports of Caldas liquor to other depart- 
ments, flow to the Licorera, the department being entitled to 
a share in the profits. 

The system of local tax collectors and paymasters offers 
manifest dangers of fraud, and is expensive compared with a 
system of central collection and disbursement through check 
payments.'* It costs the department at least 5 million pesos 
to collect revenue amounting to 22.5 million pesos. More than 
22 per cent of the revenue collected thus goes for revenue col- 
lection. This is an extraordinarily expensive way of collecting 
consumption taxes. 

Furthermore, this estimate understates the true extent of 
collection costs. First, it does not include any allowance for 
the depreciation of the assets of the liquor industry. Sec- 
ondly, no consideration is given to a return on the capital 


14]It must be noted that the national government follows a similar 
practice; it has revenue collectors in every municipio. 
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invested in the liquor industry, i.e., no allowance is made for 
the fact that the 10 million pesos that the department has tied 
up in the Licorera probably would bring 800,000 to 900,000 
pesos per year in interest if lent out on the market. (At least 
it would cost the department that much to borrow 10 million 
pesos.) The true collection cost is therefore likely to have 
exceeded 25 per cent of revenue in 1951. By divorcing its 
finances from the operations of the liquor industry the depart- 
ment could raise the net amount of revenue collected, and save 
itself much worry and administrative effort. 

The system of local tax collection is a source of continual 
vexation. Celadores and tenientes are employed in checking 
the inflow, outflow, and stocks of taxable merchandise in a 
great number of stores and taverns, keeping extensive records 
for each establishment, and filing numerous reports. The 
asentistas have to issue waybills for each shipment of such 
merchandise arriving with local dealers, and compare these 
documents with the store records. While elaborate, their 
enforcement methods are far from being foolproof, and in the 
case of some taxes, e.g., on cigars, evasions probably are of 
major proportions. 

A network of highway checkpoints (retenes) is being main- 
tained at the principal highway crossings from other depart- 
ments into Caldas. There, celadores search truckloads and 
the personal belongings of travellers for taxable goods. Other 
celadores operate in railroad stations—but there are none at 
airports. 

The departmental fiscal police corps controls the transpor- 
tation of taxable merchandise between departments for the 
purpose of ascertaining that the owners of such merchandise 
have paid all taxes due in the department of origin and that 
it is accoiapanied by a “fiscal waybill.”” Merchandise in transit 
from one municipality to another within the same department 
must be accompanied by an intradepartmental waybill, which 
is issued by the tax collector at the point of origin and sur- 
rendered to the collector at the point of destination. If a tax 
is payable to the latter collector, he issues a receipt and records 
the transaction in a control book, which must be presented to 
the fiscal police when they inspect the premises of the pur- 
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chaser for the purpose of detecting contraband. Interdepart- 
mental shipments must be accompanied by a waybill, which is 
issued by the department of origin upon payment of taxes due 
to that department. This tax payment is refunded upon pres- 
entation of the waybill duly certified by the authorities in the 
department of destination as having been paid. 

This system of local tax enforcement subjects merchants 
and travellers te the continual vexations of search and inspec- 
tion, without offering assurance that carefully prepared and 
larger evasions will be detected. The 70,000 pesos that the 
department now spends yearly to staff the frontier retenes, 
not counting the expense for the upkeep of the huts, could be 
used more productively. 

The fact that the retenes do small control jobs for muni- 
cipios on the side, and collect some statistics on coffee move- 
ments for the National Coffee Growers Federation, is no 
excuse for their existence. The control of merchandise move- 
ments by the municipios is usually connected with the enforce- 
ment of the tax on the “introduction of merchandise,” which 
is an obstacle to trade and a bad tax. And the coffee statistics 
could certainly be collected more economically than by stop- 
ping a coffee truck first on this side, then on the other side of 
the frontier, and having two squads of celadores swarm over 
it and prepare two sets of identical records that go to two 
different offices of the Coffee Federation. 

4. The Problem of Social Benefits 

Through legislation passed in 1945 and 1946 the national 
government provided for a far-reaching system of social bene- 
fits for the employees of all public bodies, including uncondi- 
tional dismissal pay of one month’s salary for every year of 
service (cesantias). Little consideration was given to the 
problem of financing such benefits. The law fixed the con- 
tributions of the clerical employees at 3 per cent of their sal- 
aries (workers at 2 per cent) plus one-third of the first 
month’s salary, and placed the burden for the balance of the 
cost on the public bodies. This burden has proved a heavy 
one for the department. 

Actual expenditures for administration and benefits of the 
Caja Social in 1951 were 1,403,181 pesos. In addition, the 
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departmental government paid 1,398,419 pesos directly in life 
insurance benefits, dismissal pay (cesantias), pensions, etc. 
But these figures do not tell the whole story. No reserves were 
formed to meet the liabilities for cesantias and/or pensions 
that have accumulated during the past years, as is done in 
most of the private firms that are required by law to make 
such payments. On a total payroll of around 13 million pesos 
(including the Industria Licorera) this liability may very well 
approach another 1 million pesos per year, and raise the true 
annual social security burden to about 3,800,000 pesos. Sub- 
tracting the contributions of employees and workers of 551,320 
pesos, the charge on the departmental finances amounted to 
about 314, million pesos, or around 70 per cent of the total 
sum spent by the departmental government in 1951 on roads, 
other public works, health, and agriculture, or around 60 per 
cent of the total spent on education. 

The department has defaulted on its social security obliga- 
tions. By the end of 1951 the claims against it were running 
back five and six years, and amounted to more than 1 million 
pesos. Since the end of 1951 the earliest of these claims have 
been paid, reducing the total outstanding to 908,176 by July 
11, 1952, but it is believed that the debt of the Caja to its 
beneficiaries will still be in the neighborhood of 1 million pesos 
at the end of 1952. Most of these claims are for cesantias; 
needless to say, their existence results in endless visits, re- 
quests, and reproaches, and leads to much waste motion and 
irritation. 

Although by law the obligations of the Caja are obligations 
of the government, these obligations have never been listed in 
full in the budget, and no attempt has been made to present 
a consolidated picture. The government’s debt is actually 
much larger than reported because of the unpaid claims; the 
annual charge for social benefits, while large as reported, is 
still larger in reality; and the burden is increasing rapidly. 
The existing social security system is in great need of over- 
hauling and reduction to manageable proportions, but since 
it is based on national law this can only be done by the national 
government. All the departmental government can do is to 
accept the consequences of this extravaganza. 
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5. Budgetary Procedure and Budget Presentation 

The methods now in use for preparing and presenting the 
departmental budget show many defects and shortcomings. 
They impair the prime function of a budget, namely, to make 
the fiscal operations of the government understandable, pre- 
dictable, and orderly. 

The department’s Fiscal Code lays down an archaic rule of 
estimating revenue for the coming fiscal year. Revenues re- 
sulting from all existing ordinances are to be budgeted in 
amounts that do not exceed the average amounts received in 
the three preceding fiscal years. This rigid provision, appar- 
ently designed to tie the budgetary expectations of revenue 
to “realities,” makes little sense under conditions of rapid 
economic growth and fluctuation. 

A similar rigid provision limits the monthly allotment of 
expenditures during each fiscal year to the average receipts 
of ordinary revenue in the three preceding months or, if the 
last month is below that average, to the revenue of that single 
month. This provision restricts unnecessarily the ability of 
the government to distribute expenditures over the year, and 
tends to induce it to take an extremely short-run view of its 
operations. 

Curiously enough, the declamations of straight-laced fiscal 
virtue in the Fiscal Code are accompanied by loopholes that 
invite outright fiscal vice. The Code does not prohibit the 
inclusion of borrowing among the revenues, which are then 
used as the basis of expenditure projections. If the depart- 
ment should be inclined to boost its expenditures regardless 
of revenue it could always do so by increasing its borrowing. 

On the expenditures side, the Fiscal Code encourages a cer- 
tain vagueness in original budget estimates by permitting 
modifications of the budget at any time during the fiscal year 
on the basis of supplementary decrees. The practice has 
grown of making numerous additions to the initial budget 
during the year, providing credits, countercredits, and new 
items, which modify the budget considerably. During the first 
half of 1952 about 30 such decrees were passed. This prac- 
tice keeps the annual budget from being a complete program 
for the year, and encourages sloppiness in drawing it up. 
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In the initial budget for 1952, for example, the revenue from 
an important tax was omitted by mistake; it was added later 
by a special decree. To some extent, the lack of definitiveness 
in the budget is due to its rigidity. All appropriations are 
specific, and there is no provision of general funds out of 
which the executive could meet unforeseen purposes and make 
small adjustments. 

Another feature that makes for incompleteness of the 
budget as currently drawn up is the system of Contraloria re- 
serves. The Fiscal Code provides for the unspent monies of 
the budget of the preceding year to go into a reserve fund of 
the Contraloria at the beginning of each fiscal year. These 
reserves are to be spent during the new fiscal year on their 
original purposes. Complete budgeting would require that 
the old fiscal year be closed definitively, the unspent funds 
(reserves) be added to the new year’s estimated revenue— 
where this is desired—-and the delayed expenditures be added 
to the new year’s expenditures. In actual practice, however, 
neither the unspent funds nor the purposes on which they will 
be spent appear in the new year’s budget, and the department 
operates therefore under two budgets, the official published 
budget and an unpublished “reserve budget” of the Contra- 
loria. Where delays in expenditures are significant, as for 
instance they have been in the case of the shares of the muni- 
cipios, this practice imparts a measure of unrealism to the 
official published budget. 

The budget as well as the final account for the fiscal year 
may be in balance, while the real fiscal operations have pro- 
duced, or may be expected to produce, a large deficit, or pos- 
sibly a surplus. The final accounts for 1951, for instance, 
were shown to have been in approximate balance in the ac- 
counts of the Contraloria; in reality it produced a large deficit. 
The total deficit of 2,333,333 pesos may be ascribed in the 
main to the diversion of common funds to the operation and 
expansion of the Industria Licorera, which amounted to 
2,184,819 pesos. Similarly for the budget for 1952, which at 
this time promises to show a cash deficit of about 2 million. 

The form in which the departmental budget is now being 
presented does not give a clear picture of the management of 
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the department’s finances in relation to the department’s 
business. It does not arrange expenditures clearly according 
to governmental activities, and it does not permit any com- 
parison between the current revenue and expenditure plans 
and the past plans and accomplishments. These, in addition 
to other shortcomings such as confusion between “debt opera- 
tions” and income and expenditure, make the budget as pre- 
sented today of questionable value as a tool of management 
and public information. 

One of the deficiencies in the presentation of the budget 
consists in the lack of a functional grouping of expenditures. 
Expenditures that belong together in a functional sense are 
scattered over different parts of the budget. Others that do 
not belong together are lumped together. While it is possible 
for a person well versed in the complicated logic of this budget 
to disentangle and regroup such items, special inquiry would 
be needed to break up some of the large lump sums that appear 
in parts of the budget. The major part of the budget for 
Education is contained in the single figure for “Urban and 
Rural Schools,” and that of the budget for Health and Hygiene 
in two figures. On the other hand, a rather excessive amount 
of detail is shown for departmental payments to particular 
high schools (colegios). 

Another deficiency in the presentation of the budget con- 
sists of the confusion of income, expenditure, and debt opera- 
tions. The budget section called “Department of Public 
Debt” includes a mixture of interest payments, amortizations, 
and repayments, pertaining to the debt of the department, 
and to such items as the business agencies of the department, 
the municipios, or municipal airports. The collection is of 
course incomplete in the first place, since it lacks allowance 
for the debt of the Caja Social and the Licorera. But what is 
shown is in any event a rather meaningless combination of 
items. Repayments of principal are not separated from in- 
terest and other debt costs. Thus the cost of borrowing to the 
department is veiled. Moreover, the service on the depart- 
mental debt is not separated from payments for the debts of 
other entities that the department has assumed; these pay- 
ments in effect comprise subsidies to other agencies, mni- 
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cipios, etc., and have nothing to do with the department’s debt. 
The same mixture of heterogeneous things is found on the 
revenue side of the budget. New borrowing is listed under 
Special Revenue. 

Although the Fiscal Code requires that the budget of ex- 
penditures be prepared on a “comparative basis” and should 
show appropriations for the current fiscal year beside those 
for the coming year, the published budget now in use contains 
merely the figures for the coming year, and thus provides no 
opportunity for comparison. To include both the last preceding 
budget and the last completed account is now standard prac- 
tice in United States budgets. Undoubtedly, a budget for 1953 
could be studied and evaluated far more intelligently if each 
entry were accompanied by the corresponding amount that 
appeared in the 1952 budget and the corresponding effective 
expenditure or revenue in 1951. 

While the current budget is blind to the historical past, it 
shows no greater vision with regard to the future. The tabu- 
lation of expenditure figures is not accompanied by any com- 
ment on the results that the government hopes to accomplish 
and the needs it hopes to meet. Revenues are estimated 
without any analysis of revenue experience, let alone the 
assumptions underlying the estimates of future revenue, 
which, as has been pointed out, have been reduced to a me- 
chanical formula. The lack of any textual comment that 
explains and concretizes the figures of the budget keeps the 
budget from being a live economic document. 

The foregoing selective discussion of fiscal problems indi- 
cates that fiscal reforms might increase considerably the effec- 
tiveness of regional and local government in the direction of 
economic development. A number of such reforms have been 
proposed by the mission, including a new approach to budget- 
ing, the divorce of fiscal affairs from the Industria Licorera 
and the sale of the latter to private interests, the introduction 
of tax stamps and the abolition of the localized system of tax 
collection and enforcement. All of these matters lie within 
the competence of departmental and local government. The 
governor of Caldas has appointed a citizens’ committee to 
review these and other recommendations of the mission, and 
it remains to be seen what will be done about them. 


